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ADMINISTRATIVE ADJUDICATION: 
SHOULD ITS ROLE BE CHANGED? 


Milton M. Carrow* 


The issue of administrative v. judicial justice, an amalgam of old 
ideas in new packages, is again a prominent subject of public and 
legislative debate. The recent highly publicized Congressional in- 
vestigations of the use of influence in administrative adjudicative, as 
well as non-adjudicative, matters' have charged the issue with political 
overtones. Prior to these public displays, however, considerable 
activity had already been under way in the bar associations, as well 
as among other interested groups, to formulate legislation which 
would materially change the process of administrative justice. This 
activity has, in fact, produced a series of bills which were introduced 
in the 85th Congress before it adjourned, and which undoubtedly 
will be reintroduced in the 86th Congress. In view of the importance 
of these measures it behooves us to know and evaluate what is 
going on.? 


I. Backcrounp OF THE CurRENT LEGISLATIVE PROPOSALS 


The root problem underlying the exercise of judicial power by 


* Member of the bar of New York. A.B. Syracuse University, 1933; LL.B. Harvard, 
1937. Chairman, Subcommittee on Code of Federal Administrative Procedure, Com- 
mittee on Hoover Commission Report on Legal Services and Procedure, New York 
County Lawyer’s Association. Member, Section of Administrative Law, Subcom- 
mittee on Judicial Review, American Bar Association. Author of BACKGROUND oF 
ADMINISTRATIVE LAw (1948), and articles on administrative law in legal periodicals. 

1 House Subcommittee on Legislative Oversight investigation of the use of influence 
before the Federal Communications Commission, resulting in the resignation of one 
of the Commissioners. N.Y.Times, Feb. 28, 1958, p. 10, col. 7. Also the same 
Committee’s investigation of the relationship between Sherman Adams, former Presi- 
dential Assistant, and Bernard Goldfine, industrialist, regarding proceedings before the 
Federal Trade Commission and Securities and Exchange Commission. N.Y.Times, 
June 18, 1958, p. 16, col. 1 et seq. 

2 English legislators are also considering the problems of administrative justice in 
the light of the recent Franks Committee report. REPorT oF THE COMMITTEE ON 
ADMINISTRATIVE TRIBUNALS AND ENQuiries, CMNp. No. 218 (1957). 
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administrative agencies, and one much belabored during the past 
25 years, was described by Robert M. Benjamin, in his notable 1942 
report, as “the problem of reconciling, in the field of administra- 
tive action, democratic safeguards and standards of fair play with 
the effective conduct of government.” * The unique attribute of the 
administrative process which is challenged as a threat to fair play is 
the combination within a single agency of the judicial, or ad- 
judicative, power with other powers, or functions, such as the 
discretionary power to establish and change policy under a broad 
legislative standard, as well as administrative, investigative and rule- 
making functions. This phenomenon has often been inaccurately 
described as the “judge-prosecutor combination”; but such a label 
fails to account for the differences in kinds of agency functions and 
for the institutional nature of the administrative adjudicative func- 
tion in most instances.* 

However, before these things became clear, the judge-prosecutor 
combination was the central theme in a vigorous attack on the 
administrative process, launched by an American Bar Association 
Committee in 1933 and sustained at least until 1940, when the con- 
troversial Walter-Logan Bill was vetoed by President Roosevelt.® 

A primary aim of that campaign was the separation of the judicial 
functions of the federal administrative agencies from the other 
functions, and their transfer to a proposed “federal administrative 
court, patterned to some extent, but not entirely, after the ad- 
ministrative court system in France.” ° 

The ABA was not alone in its assault on the administrative ad- 
judicative function. In 1937 the President’s Committee on Ad- 
ministrative Management, composed of prominent political scientists 





3] BENJAMIN, ADMINISTRATIVE ADJUDICATION IN THE STATE OF NEw YorkK 9 
(1942). 

4 Professor Walter Gellhorn has pointed this out, indicating that, on the basis 
of the investigation made by the Attorney General’s Committee on Administrative 
Procedure under his direction in 1941, he found only four instances in the federal 
government where a single official was regularly both advocate (or investigator) and 
adjudicator. GELLHORN, FEDERAL ADMINISTRATIVE PROCEEDINGS 23 (1941). 

5 The various reports through which the ABA Special Committee on Administra- 
tive Law made its views known appeared in 58 A.B.A. Rep. 407 (1933), 59 A.B.A. 
Rep. 539 (1934), and 61 A.B.A. Rep. 720 (1936). The Walter-Logan Bill was 
H.R. 6324, 76th Cong., 3d Sess. (1940). The veto message appeared in the 86 
Conc. Rec. 13942-43 (1940). Articles critical of the ABA proposals and the 
Walter-Logan Bill were: Cooper, The Proposed United States Administrative Court, 
35 Micw. L. Rev. 565 (1937); Jaffe, Invective and Investigation in Administrative 
Law, 52 Harv. L. Rev. 1201 (1939) ; Landis, Crucial Issues in Administrative Law— 
The Walter-Logan Bill, 53 Harv. L. Rev. 1077 (1940). 


659 A.B.A. Rep. 549 (1934). 
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(Louis Brownlow, Chairman, Charles E. Merriam and Luther 
Gulick), applied its famous label to the administrative process as 
a “headless fourth branch” of the government, and, with respect to 
the independent regulatory commissions, found that they were 
“obliged to carry on judicial functions which threaten the impartial 
performance of that judicial work. . . . Furthermore, the same men 
are obliged to serve as prosecutors and judges. This not only under- 
mines judicial fairness; it weakens public confidence in that fair- 
ness.” 7 

The Walter-Logan Bill, as it finally emerged from these debates, 
contained a watered-down version of the administrative court pro- 
posal, was shot through with exceptions and exemptions and em- 
phasized judicial review. A particular point was made of the sub- 
stitution of the so-called “clearly erroneous” rule for the “sub- 
stantial evidence” rule as the basis for judicial review of administra- 
tive determinations of fact, about which we speak later.® 

After the veto of the Bill by the President, the Attorney General’s 
Committee on Administrative Procedure issued its well-known re- 
port (1941), followed shortly thereafter by the Benjamin report on 
the adjudicative powers of agencies in the state of New York (1942). 
As regards the administrative adjudicative function, these reports 
emphasized the practical need of a unitary application of administra- 
tive power, and conceived the idea of an internal separation of the 
adjudicative function to insulate it from improper pressures. This 
idea survived and was incorporated in the Administrative Procedure 
Act of 1946. Other proposals, notably the establishment of an office 
of administrative practice, recommended both by the Attorney Gen- 
eral’s and Benjamin reports did not survive. Also discarded was the 
suggestion to give greater independence to hearing commissioners 
by attaching them to the proposed office of administrative practice. 

Following the enactment of the Administrative Procedure Act by 
the federal government, and the promotion among the state govern- 
ments of a similarly oriented (as regards administrative adjudication) 
Model State Administrative Procedure Act by the National Con- 
ference of Commissioners on Uniform State Laws, a period of 
quiescence ensued for almost 10 years. 

This was abruptly broken in March 1955 by the issuance of the 


7 REPORT OF THE PRESIDENTS COMMITTEE ON ADMINISTRATIVE MANAGEMENT IN 
THE GOVERNMENT OF THE UNITED States 68 (1937). 


8 See Landis, supra note 5. 








282 THE GEORGE WASHINGTON LAW REVIEW 


second Hoover Commission and its Task Force Reports on Legal 
Services and Procedure. Without the concurrence of the Commis- 
sion, the Task Force resurrected most of the proposals made during 
the past 25 years and tied them into a package to be known as the 
“Administrative Code.” ® Prominent among the proposals was the 
establishment of an Administrative Court, initially having two sec- 
tions (Trade and Tax), but designed eventually to assume the ad- 
judicative functions of most, if not all, administrative tribunals. 
Apparently, however, this, along with the other provisions affecting 
the administrative adjudicative power, was to be only a transitional 
step to the ultimate transfer of all adjudicative functions to the 
regular courts.*° The proposed “Administrative Code” also included 
provisions for the creation of an independent corps of Hearing 
Commissioners to be attached to the Administrative Court; the re- 
placement of the existing Administrative Procedure Act by a title 
in the Code imposing more “judicialized” standards of procedure on 
agency functions and more extensive judicial control of their action, 
including the “clearly erroneous” rule which had previously ap- 
peared in the Walter-Logan Bill; the creation of an Office of Legal 
Services and Procedure within the Department of Justice to conduct 
continuing studies of the administrative process; and also legislation 
governing appearances, representation and discipline of attorneys 
and other persons practicing before administrative agencies. 

Having instigated a new debate on administrative justice by these 
recommendations, the Hoover Commission and its Task Force seem 
to have yielded the initiative to the American Bar Association. 
That association, in turn, through several committees, has been 
assiduously at work rewriting, revising, adding and deleting from 
the many proposals and has produced a series of bills which are now 
in various stages of legislative implementation. 

The ABA does not agree with the Task Force recommendation 
for the creation of a general administrative court. Instead of such 
a comprehensive structure, which resembles the French Conseil 
@ Etat, the ABA prefers a piecemeal approach. On the subject of 
special courts, it has caused the introduction in Congress of three 
bills: one bill converts the presently existing Tax Court from a 


9 COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT, 
Task Force Report oN LEGAL SERVICES AND Procepure 359 (1955) [Hereinafter 
cited as TasK Force Report]. 


10 Id. at 249-50. 
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“legislative” to a constitutional court; a second bill provides for 
the creation of a Labor Court, to assume the adjudicative functions 
of the National Labor Relations Board;* and the third bill seeks to 
establish a Trade Court to assume adjudicative functions now exer- 
cised by the Federal Trade Commission as well as others of a related 
nature.”* 


These areas of adjudication are said to be “essentially adjudicatory” 
rather than “essentially regulatory.” ** Furthermore, it is stated that 
“[o]ther transfers should be effected as the Congress explores the 
field and finds other adjudicatory functions to be within that 
category.” *° 

Like the Task Force, the ABA has prepared a proposed “Code 
of Federal Administrative Procedure” to replace the Administrative 
Procedure Act of 1946. This also is now in the legislative mill.’* 
It is an intricate measure and contains matter that may not be entirely 
palatable to the agencies and to the specialized practitioners who 
appear before them.’’ Insofar as the adjudicative function is con- 
cerned, the bill provides for a more comprehensive separation of 
functions provision than that in the APA. It extends that requirement 
to agency heads who sit in adjudicative proceedings, and who are 
presently exempt. And going even further than the Task Force Code, 
the ABA Bill makes the separation of functions restriction applicable 
to questions of law as well as fact. It also enlarges the definition 
of adjudicative action, largely by removing various exceptions that 
appear in the APA. There is, in addition, an effort to increase judicial 
control over administrative adjudication of fact by the substitution 
for the “substantial evidence” rule of the “clearly erroneous” rule, 
of Walter-Logan Bill fame, which rule is based on the Federal Rules 
of Civil Procedure provision for the appellate review of civil non- 
jury decisions. 

Another major bill sponsored by the ABA is the Federal Ad- 





11S, 3796, 85th Cong., 2d Sess. (1958). 

12 S. 3797, 85th Cong., 2d Sess. (1958). 

13 S, 3798, 85th Cong., 2d Sess. (1958). 

14 AMERICAN Bar ASSOCIATION, REPORT OF THE SPECIAL COMMITTEE ON LEGAL 
SERVICES AND PROCEDURE TO THE 1956 MIDYEAR MEETING OF THE House or DELE- 
GATES 44 (1956). 

15 [bid. 

16 S. 4094, 85th Cong., 2d Sess. (1958). 

17 See Proposed Administrative Code Vigorously Condemned by Interstate Com- 
merce Commission Practitioners, 23 ICC Prac. J. (Nov. 1955). 
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ministrative Practice Reorganization Act.’* This bill contains pro- 
posals similar to those made by the Task Force, and by the Attorney 
General’s Committee on Administrative Procedure in 1941. It pro- 
vides for the establishment of an independent Office of Federal Ad- 
ministrative Practice (the Task Force recommended that such office 
be attached to the Department of Justice); the creation of an in- 
dependent corps of Hearing Commissioners as a division in the 
Office of Federal Administrative Practice; standards for admission 
to and control of practice before agencies under another division 
within the Office of Federal Administrative Practice; and the establish- 
ment of a separate legal career service. 

Finally, active study is being given by a special committee of the 
ABA’s section on Administrative Law to a proposed code of agency- 
tribunal standard of conduct comparable to the Canons of Judicial 
Ethics, which is to be established by statute and “binding upon all 
persons, engaged, interested, participating in, or seeking to effect the 
result of the adjudication of agency-tribunal cases.”® 

These various bills include reforms in which hover the seeds of 
a fundamental change in the process of administrative justice. The 
specialized court proposals, if adopted, may only be the beginning 
of a series of similar proposals affecting other agencies on a state 
and local as well as federal level. That is not necessarily bad, but 
we ought to know what we are doing and where we are going. 
For this reason it seems appropriate to review the scope of administra- 
tive adjudicative activity today before commenting on the effect 
of the proposed measures on the existing institutions. 


II. THe Lecar Limits Or ADMINISTRATIVE JUDICIAL POWER 


“The judicial power of the United States,” says article III of 
the federal constitution, “shall be vested in one Supreme Court, 
and in such inferior Courts as the Congress may from time to time 
ordain and establish.” The state constitutions say the same thing 
in more or less explicit language. On its face such a provision ap- 
pears to vest all judicial power in the courts, and a rigid application 
of the separation of powers doctrine would ensure this. But the 
Supreme Court of the United States has been able to accommodate 


18 This appears in the following identical bills: S. 932, H.R. 3349, H.R. 3350 and 
H.R. 7006, 85th Cong., Ist Sess. (1957). 

1910 Ap. L. Buti. 16, 226 (1958). Judge David W. Peck has been appointed 
Chairman of this Committee. 27 Harvard Law School Record 4, p. 1 (1958). 
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the exercise of judicial power by administrative agencies because, 
to borrow Mr. Justice Holmes’ figure of speech, the branches of 
the government are not divided into “watertight compartments.” 7° 
Several state courts, however, insist that, in certain circumstances, 
as we shall see, there can be no seepage of judicial power to non- 
judicial bodies. 


The two main constitutional outlets from the federal judicial 
compartment to the administrative process are found, first, by analogy 
to the jury provisions of the Constitution, and second, by a rather 
astigmatic interpretation of the power of Congress to delegate 
portions of its enumerated powers to tribunals other than Article 
Ill courts. 

It is argued that under amendment VII of the Constitution, judicial 
determinations of fact may be made by a jury of laymen, and 
therefore, it is proper to delegate similar power to administrative 
bodies, particularly where they may be specially qualified.* It is 
also argued that the specific powers vested in the legislature by the 
Constitution can, under appropriate standards, be delegated to 
agencies or tribunals to be carried out in any manner that the legis- 


20 Springer v. Government of Philippine Islands, 277 U.S. 189, 211 (1928). There 
appears to be no need at this late date to belabor a definition ‘of “judicial power,” 
or the fact that administrative agencies exercise it. From the many discussions on 
the subject, it seems clear that the power exists not by virtue of any “mechanics of 
procedure” but by the fact that an agency or tribunal exercises, formally or in- 
formally, (1) the power to hear and determine questions of law and fact arising 
in a controversy, (2) the power to make a binding decision which (3) affects the 
person, property or other rights of the te to the dispute. See Pillsbury, Ad- 
ministrative Tribunals, 36 Harv. L. Rev. 405 (1923); Murray’s Lessee v. Hoboken 
Land and Improvement Co., 59 U.S. (18 How.) 272 (1855) ; Muskrat v. United 
States, 219 U.S. 346, 357 (1911) ; Rosson, JUSTICE AND ADMINISTRATIVE Law 15 
(3d ed. 1951). The Supreme Court in Murray’s Lessee v. Hoboken Land and Im- 
provement Co., supra at 280 said: “That the auditing of the accounts of a receiver 
of public moneys may be, in an enlarged sense, a judicial act, must be admitted. 
So are all those administrative duties, the performance of which involves an inquiry 
into the existence of facts and the application to them of rules of law.” See County 
of Cayuga v. McHugh, 176 N.Y.S. 2d 643 (1958), where the court held that a county 
jail is simply an arm of the government and a determination by the Commissioner 
of Correction that it should be closed, following a statutory hearing, is not an ad- 
oe determination, but administrative in nature, because it did not affect property 
rights. 


21 See Crowell v. Benson, 285 U.S. 22, 51 (1932), where Mr. Chief Justice Hughes, 


for the Court in support of the power of a compensation board to make adjudications 
of fact, said: 


On the common law side of the Federal courts, the aid of juries is not only 
deemed appropriate but is required by the Constitution itself. In cases of 
equity and admiralty, it is historic practice to call to the assistance of the 
courts, without the consent of the parties, masters and commissioners or 
assessors, to pass upon certain classes of questions, as, for example, to take 
and state an account or to find the amount of damages. 
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lature deems fit, such as by the exercise of rule-making or adjudica- 
tive functions.” 

As an auxiliary to this, it is sometimes said that there is a distinction, 
insofar as the judicial power under article III is concerned, “between 
cases of private right and those which arise between the government 
and persons subject to its authority in connection with the per- 
formance of the constitutional functions of the executive or legislative 
departments.” ** Since much administrative adjudication involves 
cases “between the government and persons subject to its authority,” 
this provides another outlet.** 

Where adjudication does not involve disputes between the state 
and an individual, but only between individuals, several state courts 
have held delegations of power to administrative agencies invalid. 
The most recent example is a case in which the Supreme Court of 
New Mexico held a workmen’s compensation statute unconstitu- 
tional.**> But most states, as well as the federal courts, have upheld 
such acts.”® 





22 This argument has been most fully developed in connection with the establish- 
ment of the so-called legislative courts, such as the United States Court of Claims, 
and the United States Customs Court. See American Insurance Company v. Canter, 
26 U.S. (1 Pet.) 511 (U.S. 1828); Ex Parte Bakelite Corp., 279 U.S. 438 (1929) ; 
Williams v. United States, 289 U.S. 553 (1933). In the Williams case, where it was 
suggested that there was an inconsistency between equating the judicial power on the 
one hand and legislative subjects on the other, the Court answered that Article III 
did not include “all” cases and controversies. In Crowell v. Benson, supra note 21, 
Mr. Chief Justice Hughes applied this argument to the adjudicative powers of an 
administrative agency. 

23 Crowell v. Benson, supra note 21, at 50. 

24 See Murray’s Lessee v. Hoboken Land and Improvement Co., supra note 20, at 
284; Ex Parte Bakelite Corp., supra note 22. 

25 State v. Mechem, 63 N.M. 250, 316 P.2d 1069 (1957). Compton, J., for the 
majority of the court, said: 


Clearly there is an unlawful invasion of the constitution. This is not to 
say that the legislature, in the exercise of its police powers, may not confer 
‘quasi-judicial’ power on administrative boards for the protection of the rights 
and interest of the public in general whose orders are not to be overruled if 
supported by substantial evidence. For instance, boards regulating common 
carriers, transportation, telephone, rates, Barber Boards, Medical Boards, 
Boards of Registrations, Tax Boards, Division of Liquor Control, etc. . . 
(citing cases) But nowhere does this power extend to a determination of 
rights and liabilities between individuals. 316 P.2d at 1070. 


Both California and New York required constitutional amendments for their work- 
men’s compensation acts. See Western Metal Supply Co. v. Pillsbury, 172 Cal. 407, 
156 P. 491 (1916); Ives v. The South Buffalo Railway Co., 201 N.Y. 271, 94 
N.E. 431 (1911) (holding unconstitutional the first Workmen’s Compensation Law 
in New York State) ; N.Y. Const. art. I, § 18 (1938). 

The New Hampshire Supreme Court held unconstitutional an automobile com- 
pensation statute providing for hearing and determination of negligence cases before 
an administrative agency. In re Opinion of the Justices, 87 N.H. 492, 179 A. 344 
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Thus, it is plain that there is sufficient flexibility within the con- 
stitutional framework for judicial power to be exercised by adminis- 
trative agencies. To cut off the flow of such power it has, on oc- 
casion, been urged that the due process clauses of the Constitution 
require “judicial” process; but the courts have held that “Due process 
is not necessarily judicial process,” ** only “fair” process, which 
fairness can be provided by safeguards in administrative procedure.”* 

Accepting the fact that administrative agencies can and do exercise 
judicial power, are there any legal limits to this? Except for certain 
instances which, by statute or sometimes questionable rationalization, 
are held to be non-reviewable,” administrative judicial power is 
circumscribed by judicial review. By means of such review adminis- 
trative determinations of fact in adjudicative proceedings are con- 
clusive if they are based on substantial evidence on the whole record.*° 
On questions of law, which, in the federal cases, have been mainly 
questions of statutory interpretation, the Supreme Court has indicated 
that administrative statutory construction having “warrant in the 
record” and a “reasonable basis in law” should be deemed controlling. 
But there is doubt as to how widely this principle is or should be 
applicable.** 


(1935). The Illinois and Ohio courts have held that administrative adjudicative 
determinations affecting title to land under the so-called Torrens law were uncon- 
stitutional. People ex rel. Kern v. Chase, 165 Ill. 527, 46 N.E. 454 (1896); State 
v. Guilbert, 56 Ohio St. 575, 47 N.E. 551 (1897). In Texas and Nevada the settle- 
ment of the rights of claimants to public waters by administrative boards have been 
held unconstitutional. Board of Water Engineers v. McKnight, 111 Tex. 82, 229 S.W. 
301 (1921) ; Ormsby County v. Kearney, 37 Nev. 314, 142 P. 803 (1914). 

26 Crowell v. Benson, supra note 21, at 54. “We are unable to find any constitutional 
obstacle to the action of the Congress in availing itself of a method shown by ex- 
perience to be essential in order to apply its standards to the thousands of cases in- 
volved, thus relieving the courts of a most serious burden while preserving their 
complete authority to insure the proper application of the law.” For a discussion of 
state cases, see Brown, Administrative Commissions and the Judicial Power, 19 
Minn. L. Rev. 261 (1935). 

27 Reetz v. Michigan, 188 U.S. 505, 507 (1903). 


28 Murray’s Lessee v. Hoboken Land & Improvement Co., supra note 20; Mallatt 
v. Luihn, 206 Ore. 678, 294 P.2d 871 (1956). 

29 Determination of controversies as to the right to veterans benefits by the Ad- 
ministrator of Veterans Affairs are non-reviewable. 48 Stat. 9 (1933), 38 U.S.C. 
§$ 705 (1952). The American Bar Association is supporting legislation to repeal 
this provision. 10 Ap. L. Butt. 15 (1958); H.R. 272, 85th Cong., Ist Sess. (1957). 
See the recent analysis of the problems of non-reviewability in Jaffe, The Right to 
Judicial Review II, 71 Harv. L. Rev. 769 (1958 

80 Universal Camera Corp. v. NLRB, 340 U.S. 474 (1951). But a trial de novo 
may be required where “jurisdictional” or “constitutional” facts are involved. For 
the most recent analysis of the cases on this subject, see Jaffe, Judicial Review: 
Constitutional and Jurisdictional Fact, 70 Harv. L. Rev. 953 (1957). 

81 Gray v. Powell, 314 U.S. 402 (1941); NLRB v. Hearst Publications, Inc., 
322 U.S. 111 (1944). Both the Hoover Commission Task Force and the American 
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In addition, judicial review imposes procedural due process re- 
quirements on administrative adjudication. As Mr. Justice Brandeis 
has said: “The supremacy of law demands that there shall be op- 
portunity to have some court decide whether an erroneous rule of 
law was applied; and whether the proceeding in which facts were 
adjudicated was conducted regularly.” * 


Ill. Tue Present Macnirupe Or THE Power 


Study of the administrative adjudicative power reveals that it ap- 
pears in a variety of forms and in the remotest interstices of federal, 
state and local government. It discloses further that quantitatively, if 
perhaps not in importance, the administrative judicial power today 
vastly surpasses the judicial power of the courts. This is illustrated 
by the fact, for instance, that the total number of civil cases filed 
in all of the federal district courts for the fiscal year 1956 was 62,- 
394,* whereas a single agency in the state of Illinois, the Division 
of Unemployment Compensation of the Department of Labor, 
handled 304,931 contested unemployment insurance claims for the 
same fiscal period.** Although many agencies do not have as large a 
volume of cases, nevertheless, as we shall see, there are many agencies 
on every level of government, the total number of whose adjudicative 
proceedings, it is apparent, could not be absorbed within the existing 
judicial structure or any reasonably enlarged one. 

Without attempting to present a detailed survey of all the instances 
where administrative agencies exercise judicial power, it may be 
instructive to obtain a birds-eye view of the field in its present 
dimensions and its rationale. 


The growth of the administrative regulatory structure may be 
illustrated by its controls over the use of motor vehicles. Standards 
of driving skills are controlled through state administrative licensing 
systems, the concomitant of which is that each driver is subject 


Bar Association legislative proposals oppose such a limitation on the review of 
questions of law. Task Force Report 216-217; 9 Ap. L. Buti. 196 (1957); S. 4094, 
85th Cong., 2d Sess., § 1009(f) (1958). 

82 St. Joseph Stock Yards Co. v. United States, 298 U.S. 38, 84 (1936). 

83 1956 Ap. Orrice Unirep States Courts, Dir’s. ANN. REP. 62. 

84 1956-1957 Inu. Derr. or Lasor ANN. REP. 57, table 26. In 111,388 of these 
determinations, the claimant was held ineligible for all or part of the benefits claimed. 
Ibid. The total number of civil writs entered in all the district courts of Massa- 
chusetts for the fiscal year 1956 was 73,868. 1956 JupicraL CounciL oF Mass. THIRTY- 
Seconp Rep. 70. In California the total number of civil cases filed in the Superior 
Court was 250,806. 1956 Juprcta, Councit or CAL. SIXTEENTH BI-ANNUAL REP. 20. 
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to revocation and suspension proceedings by adjudicative proceed- 
ings. 

In the municipalities, both the taxicab business and taxicab drivers 
are regulated by a licensing system as a safety measure and as a 
means of regulating congestion and undesirable practices. Uniformity 
of application of policy is assured by incorporating the suspension 
and revocation proceedings within the same administrative structure 
that handles the other regulatory tasks. 

The Interstate Commerce Commission, in the federal government, 
regulates motor carriers, including the adjudication of complaints 
over rates, although the Commission has more extensive adjudicative 
powers over railroad rates.** Such rate adjudication adds several 
significant considerations to the exercise of administrative judicial 
power. First, it is a subject which requires expertness in evaluating 
complicated economic and accounting data. And second, since the 
agency acts under a broad legislative standard of “reasonable” 
“discriminatory” rates or practices, it has been deemed desirable 
to keep all rate-making functions, whether adjudicatory or rule- 
making by nature, under one supervisory roof, because of the need 
to prevent abuses and to achieve uniformity of application. The 
courts handling sporadic controversies over rates were long ago 
found inadequate for the task. 

For similar and other reasons administrative judicial powers are 
exercised in many other areas. A partial catalog is illuminating: 

State agencies control the licensing, including suspension and 
revocation proceedings, of at least 75 different occupations requiring 
skill and training, ranging from abstracters to yacht brokers.** The 
City of Chicago has required the licensing of 117 different activities, 
such as scavengers, ice-cream factories, gasoline stations, junk dealers 
and cosmetologists.*” 

$5 See CoMMITTEE ON GOVERNMENT OPERATIONS, SURVEY AND Stupy OF Ap- 
MINISTRATIVE ORGANIZATION, PROCEDURE, AND PRACTICE IN THE FEDERAL AGENCIES, 


Agency Response to Questionnaire pt. XI C, at 1763-66, where the ICC lists thirty- 
three different kinds of proceedings which it adjudicates. 

86 THe Councit oF STATE GovERNMENTS, OccuPATIONAL LICENSING LEGISLATION 
IN THE States 7-8 (1952). That this is a constantly growing area of regulation 
is evidenced by the establishment of a Waterfront Commission of New York Harbor 
in 1953 by the states of New York and New Jersey, whereby licenses must be held 
by pier superintendents, hiring agents, stevedores, longshoremen, and port watchmen. 

Unconsot. Laws, Ch. 307 (CLS 1953). In 1956 New York enacted a statute 
requiring the licensing of psychologists. N.Y. Epuc. Law § 7601. 

87 Parsons, The Use of the Licensing Power by the City of Chicago, 33 Int. Stupres 
IN THE Socrat Scrences 37 (1952). See also Mortimer and Dunne, Grant and 
Revocation of Licenses, 1 U. or Itt. L.F. 28 (1957). 
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2. Businesses, industries and utilities are subject to administrative 
adjudicative action in a manner and for reasons similar to those ap- 
plicable to common carriers. State and federal banking and insurance 
departments, gas pipe line companies (Federal Power Commission), 
air transportation (Civil Aeronautics Board), broadcasting companies 
(Federal Communications Commission), are examples thus affected. 
Like the Interstate Commerce Commission, considerations of ex- 
pertness, uniformity of application, prevention of abuses and the 
need for continuity in supervision have been persuasive in the lodging 
of adjudicative powers in the agencies alongside their other powers.** 

3. Boards have been created to perform adjudicative functions 
where a change in the law might meet with hostility in the courts. 
This was particularly true in the case of workmen’s compensation 
boards which applied the new principle of absolute liability, and 
in the case of national and state labor relations boards which pro- 
vided redress for unfair labor practices. 


4. Disputed claims under the various social security laws, in- 
cluding pensions, unemployment insurance, old age insurance and 
welfare relief, are adjudicated by administrative agencies mainly 
because of the enormous volume of the cases and the relative 


simplicity of the legal problems. 


5. In recent years a new and great dimension has been added to 
the administrative adjudicative power. As a security-conscious 
nation we have established a vast apparatus for the clearance of per- 
sonnel and facilities engaged in activities related to military security. 
Chief Justice Warren has estimated that eight million Americans are 
subject to security clearance by federal officials.** Other agencies ad- 
judicate the clearance of industrial facilities and personnel affecting 
approximately twenty thousand plants in the United States.“° These 


38 Although courts could deal with problems requiring special knowledge through 
expert witnesses, a noted English observer has said that “expert witnesses are only 
too often hired assassins of the truth.” Rosson, op. cit. supra note 20, at 563. How- 
ever, 47 pages later Professor Robson said: “While technical knowledge is often 
needed for the adjudication of disputes, there are grave objections to giving judicial 
“eo into the hands of specialists whose outlook is confined to a single field.” Id. 
at 3 

39 Warren, The Law and the Future, Fortune Magazine, Nov. 1955, pp. 106 and 
229. The Editors of Fortune estimated the number to be twenty million. See 
GELLHORN, INDIVIDUAL FREEDOM AND GOVERNMENTAL RESTRAINTS 41 (1956); 
GOVERNMENT Security AND Loyatty, A MANUAL oF LAWS, REGULATIONS AND 
Procepures, BNA, 11:1 (1955) ; Exec. Order 10450, April 27, 1953. 

40 GovERNMENT SEcuRITY AND LoyALty, op. cit. supra note 39, at 21:1. Other 
agencies screen American citizens prior to their employment with international 
agencies. Id. at 41:1. Exec. Order 10422, January 9, 1953. And, as a port security 
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are supplemented by administrative adjudicative powers over the 
deportation and exclusion of aliens by the Department of Justice, 
the grant and denial of passports and visas by the State Department, 
and the registration of subversive organizations by the Subversive 
Activities Control Board. 

6. As new social patterns enter the legal domain, it has been found 
expedient to delegate their enforcement to administrative agencies. 
Thus we find that eleven states have created agencies to adjudicate 
disputes involving discrimination in employment.*? And this has 
been extended to education and housing. 

7. Finally, there are a number of miscellaneous types of con- 
troversies which are commonly adjudicated by administrative bodies, 
including claims for zoning variances, disputed water rights, con- 
troversies over boundaries between counties, villages and school dis- 
tricts, and, of course, the assessment and collection of taxes on real 


property, personal property and income. 


IV. Existrinc Metuops Or ContrOLLING THE POWER 


At the present time the methods of controlling administrative 
adjudicative action fall into three categories: First, those operative 
within an agency; second, those applying outside controls on agency 
procedure; and third, those requiring separate tribunals other than 
the courts. 

The prevailing practice has been to keep the adjudicative function 
within an agency’s structure, with safeguards provided by means 
of an internal separation of functions. This method, as we have al- 
ready observed, crystallized with the enactment of the Federal 
Administrative Procedure Act in 1946, (APA) largely on the 
basis of the recommendations contained in the 1941 report of the 
Attorney General’s Committee.** The applicable section of the 
statute provides that no hearing officer “shall consult any person 
or party on any fact in issue unless upon notice and opportunity 


measure, persons engaged in the merchant marine must also obtain clearance from 
administrative authorities, in this case the Coast Guard. Jd. at 51:1. Exec. Order 
10173, October 18, 1950. 

41 THE Councit oF STATE GOVERNMENTS, THE Book or THE States 406 (1956- 
57), lists the following states and territories: Alaska, Connecticut, Massachusetts, 
Michigan, Minnesota, New Jersey, New Mexico, New York, Oregon, Rhode Island 
and Washington. 

42.N. Y. Exec. Law art. XV, as amended (1955). 

43 60 Stat. 237 (1946), 5 U.S.C. § 1001 (1952). 

44S. Doc. No. 8, 77th Cong., Ist Sess. 55 (1941). 
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for all parties to participate.” ** It also prohibits contacts between 
hearing officers and prosecuting or investigating personnel in “factual- 
ly related” cases. However, the section failed to deal with ex parte 
consultations on questions of law and was not applicable to agency 
heads. Furthermore, the Act as a whole contained a number of 
unwarranted exemptions of agencies and activities. 

These matters are now dealt with in the ABA’s proposed “Code 
of Federal Administrative Procedure,” by extending the separation 
of functions provisions to the agency heads, and by making them 
applicable also to questions of law.** Besides separation of functions 
provisions, several other procedural mechanisms have a bearing on 
administrative judicial power. 

1. Independence of bearing commissioners. One basic ingredient 
of fair play in adjudication, we learned long ago, is the independence 
of the judge. It has been difficult to obtain this in the administrative 
process because of the institutional method by which an agency 
carries out its task. The APA made an unsuccessful effort to pro- 
vide some independence by giving the hearing officer a rather am- 
bivalent status as between the agency and the Civil Service Com- 
mission.** In the measure now pending before Congress, as part of 
the proposed Federal Administrative Practice Reorganization Act,** 
a corps of hearing commissioners would be established within an 
independent Office of Federal Administrative Practice, whereby hear- 
ing commissioners would have tenure and would be independent of 
agency control. In California, such a procedure was adopted in 
1945.* 

2. Intra-Agency Appeal. In several agencies there are appellate 
boards which review, in most instances de novo, the initial ad- 
judicative determinations of the hearing officers. Such are the Board 
of Veterans Appeals in the Veterans Administration, the Board of 
Immigration Appeals in the Department of Justice, and the Contract 
Appeals Boards in the Department of Defense. They provide a check 


45 60 Stat. 237 (1946), 5 U.S.C. § 1006 (c) (1952). 

46 Sec. 1005(c) of the proposed bill, S. 4094, 85th Cong., 2d Sess. (1958). The 
bill also eliminates the various exemptions of the Administrative Procedure Act. 

47 See Fuchs, The Hearing Officer Problem—Symptom and Symbol, 40 CorNELL 
L.Q. 281 (1955). 

48 H.R. 3349, 3350 and S. 932, 85th Cong., Ist Sess. (1957). The proposed bill is 
reproduced in 43 A.B.A.J. 425 (1957) and discussed by Deale, A Major Reform 
Proposed, The Administrative Practice Reorganization Act, 44 A.B.A.J. 133 (1958). 

49 Cat. Bus. & Pror. Cope § 110.5 (enacted in 1945). See also Administrative 
Procedure Act, Cat. Govt. Cope § 11502. 
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on arbitrary decisions by initial hearing officers, but they have no 
independence from the agency heads. This type of tribunal is widely 
used in England, but in some cases, apparently, has been overworked 
to a point where it has been labeled “tribunalism run mad.” © 

3. External Checks on Agency Adjudication. In February 1957 
an Office of Administrative Procedure was established by the At- 
torney General, in the Department of Justice, on an experimental 
basis, to “carry on continuous studies of the adequacy of the pro- 
cedures by which Federal departments and agencies determine the 
rights, duties, and privileges of persons.” °* It was created in re- 
sponse to the recommendations of the President’s Conference on Ad- 
ministrative Procedure.** The Attorney General’s Report (U.S. 
1941) and the Benjamin Report (N.Y. 1942) had previously recom- 
mended that a separate agency be established for such purpose 
within the respective governments, but they were not acted upon; 
California, however, did act upon the recommendations.** Such a 
proposal has now been revived, and appears as Title I of the ABA- 
sponsored Federal Administrative Practice Reorganization Act.™ 


50 ALLEN, ADMINISTRATIVE JURISDICTION 8 (1956). It appears that where there 
has been a complaint against a doctor, the matter can be heard before six different 
tribunals before a decision is reached. See Rosson, op. cit. supra note 20, at 145. 


5122 Fed. Reg. 998. The other purposes listed were: “Initiate cooperative effort 
among the departments and agencies and their respective bars to develop and adopt 
so far as practicable uniform rules of practice and procedure; collect and publish 
facts and statistics concerning procedures of the departments and agencies; assist 
departments and agencies in the formulations and improvement of their administra- 
tive procedures.” Ibid 

521957 OrFicE oF ADMINISTRATIVE PROCEDURE ANN. Rep. See CONFERENCE ON 
ADMINISTRATIVE PRocEDURE Report 3 (1955). 


53In 1945 a Division of Administrative Procedure was established within the 
Department of Professional and Vocational Standards “to study the subject of ad- 
ministrative law and procedure in all its aspects; to submit its suggestions to the 
various agencies in the interests of fairness, uniformity and expedition of busi- 
ness... .” Cat. Bus. & Pror. Cope § 110.6. Administrative Procedure Act CAL. 
Govt. Cope § 11372. In its first Biennial Report (1947) the Division said: 


A remarkable record has been compiled over the period of the first year’s 
operations under the Administrative Procedure Act with respect to the pro- 
portion of cases in which judicial review is sought. In the 1,980 hearings con- 
ducted under the act by some 18 hearing officers . . . only 11 respondents filed 
mandate actions in the superior court... . It is thought . . . that the over- 
all record, demonstrating that less than 1 per cent of the persons involved felt 
injured enough to challenge the action in court, is a good one and one which 
speaks well for the hearing system as a whole. 


1947 Cat. Derr. Voc. AND Pror. STANDARDS, Div. ADMINISTRATIVE PROCEDURE 
BrenniA_ Rep. 7-8 

54 H.R. 3349, 3350 and S. 932, 85th Cong., Ist Sess. (1957). See S. Doc. No. 8, 
op. cit. supra note 44, at 123; 1 BENJAMIN, ADMINISTRATIVE ADJUDICATION IN THE 
STATE oF New York 18 (1942). 
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4. Judicial Review. As has already been shown, judicial review 
of agency adjudicative action enforces procedural due process safe- 
guards, requires that agency determinations of fact be based on sub- 
stantial evidence and controls agency determinations of law on a 
broader but still to be defined standard. It is now sought by the 
proposed “Code of Federal Administrative Procedure,” as did the 
Hoover Commission Task Force, to change the “substantial evidence” 
rule to the “clearly erroneous” rule, as provided by Rule 52(a) 
of the Federal Rules of Civil Procedure for the appellate review 
of civil non-jury cases. In addition, the Code resolves any doubt 
as to the scope of review of questions of law in favor of the courts. 
These proposed changes have received a mixed reception. 


As regards the question of severing judicial functions from agency 
jurisdiction and transferring them to specialized courts, it should 
be noted that at the present time several tribunals of this kind are 
in existence. Such are the Court of Claims, both federal and state, 
the Tax Court of the United States (now designated a “legislative” 
court), the Customs Court, the Court of Custom and Patent Appeals 
and the United States Court of Military Appeals. 


V. Aw Evacuation Or THE Proposep LEGISLATION 


Having delineated the present scope of administrative judicial 
power, and having indicated the pending measures which seek to 
reform it in greater or lesser degree, it is now appropriate to 
inquire (1) whether the agencies are performing their adjudicative 
functions in a satisfactory manner; (2) whether a drastic readjust- 
ment is warranted, such as the Hoover Commission Task Force pro- 
posal for an eventual transfer of such power to the regular courts, 


55S. 4094, 85th Cong., 2d Sess. § 1009(f) (1958). 

56 See Symposium, Hoover Commission and Task Force Reports on Legal Services 
and Procedure, 30 N.Y.U.L. Rev. 1267 (1955). Compare Jaffe, Basic Issues: An 
Analysis, Id. at 1273, 1295 (“should the ‘clearly erroneous’ rule be adopted? Certainly 
not, in my opinion, at the present moment”), with Cooper, Judicial Review, Id. at 
1375, 1381 (“It would seem, then, that there are two sound reasons to support the 
conclusion of the Task Force that reviewing courts should be specifically empowered 
to reverse agency findings of fact determined to be clearly erroneous. ”). Also pend- 
ing are proposals | repealing exemptions from judicial review. H.R. 272, 85th Cong., 
Ist Sess. (1952) is a bill to permit judicial review of decisions of the Administrator 
of Veterans Affairs presently nonreviewable pursuant to 48 Stat. 9 (1933), 38 U.S.C., 
§ 705 (1952). It should be noted that the President’s Commission on Veterans 
Pensions, in a report to the President in April 1956, recommended the retention 
of the existing statutory provision. PRESIDENT’s COMMISSION ON VETERANS PENSIONS, 
1956) TO THE PRESIDENT ON VETERANS BENEFITS IN THE UNITED STATES 

1 : 
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or if this is too drastic or impractical; (3) whether the adoption of 
any or all of the other proposals would be desirable. 

Proof has been submitted indicating that administrative justice 
has failed to provide the inexpensive and prompt disposition of 
controversies promised by its proponents. The Hoover Commission 
Task Force cited a case before the Civil Aeronautics Board, in 
which the petitioner, 4 years after he commenced a proceeding, 
complained of unwarranted delay. Apparently undisturbed by this 
fact, the majority of the Commission found that the “issue of un- 
reasonable delay was ‘clearly irrelevant’ and might ‘needlessly en- 
cumber the record and might distort the issues’ ordinarily involved 
in a mail rate case.” ** 

Such instances undeniably support the contention that in a num- 
ber of adjudicative proceedings, parties are subject to unnecessary 
delays and expenses. But are they inherent in the administrative ad- 
judicative process? And, do these reasons alone herald the break- 
down of administrative justice? 

Neither of these questions, it is submitted, can be adequately 
answered even today. The information upon which a proper evalua- 
tion can be made is contained in possibly outdated studies, such 
as the Attorney General’s report and monographs (U.S. 1941) and 
the Benjamin report and monographs (N.Y. 1942). A trickle of 
new information was released in the first (1957) annual report of 
the experimental Office of Administrative Procedure in the Depart- 
ment of Justice. Much more is needed. It is significant that after 
thorough analysis of collected data, both the Attorney General’s 
and Benjamin reports recommended internal agency procedural re- 
forms, but were far from concluding that the administrative ad- 
judicative process had failed. A similar approach was recently recom- 
mended in a series of proposals by the President’s Conference on 
Administrative Procedure to overcome “unnecessary delay, expense 

57 Task Force Report 183-84. It also reported that the FCC and at least five 
other agencies consumed an unreasonable amount of time in certain types of pro- 
ceedings. “Cases before the Bureau of Motor Carriers . . . are reported as averaging 
about 21 months. . . . The National Labor Relations Board, on the average, re- 
quires 1 year for the disposition of unfair labor practice cases and 6 months for 
representation cases. Proceedings before the Bureau of Old Age and Survivors 
Insurance . . . and before the Veterans’ Education Appeals Board average 4 months 
and 1 year, respectively. The Subversive Activities Control Board reports 2 
years as the average time for an adjudicatory proceeding before that agency.” Id. 
at 184. A recent study in Illinois questioned the efficacy of the workmen’s com- 
pensation boards in providing faster or cheaper justice than the ordinary courts. 


Conarp & MEHR, Costs oF ADMINISTERING REPARATION FOR WorK INJURIES IN 
Intrnors, U. or Itt. (1952). 
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and volume of records in some adjudicatory and rule-making pro- 
ceedings.” °° 

Furthermore, in certain cases, like rate proceedings, with their 
voluminous records and technical data, delay and expense may be 
attributable in large measure to the nature of the proceeding rather 
than the nature of the tribunal. It has not been shown that the 
administrative process is inherently more resistant to procedural 
reform to eliminate delay and expense than the judicial system. 

And perhaps, of even greater significance, is the fact that adminis- 
trative justice exists for reasons other than simply the reduction of 
delay and expense. These, we have already seen, include the need 
to handle a large volume of relatively simple claims, as in unemploy- 
ment insurance; the need for uniformity of application through a 
central authority, as in the licensing of trades and professions; the 
need for flexibility in the application of sanctions, as in revocation 
and suspension of licenses and security clearance of personnel and 
facilities; and the need for expertness in certain areas, such as in 
banking, transportation or communications. 

These are reasons that, in the past, were persuasive in support 
of the delegation of adjudicative powers to administrative agencies 
rather than the regular courts. Our experience in general has not 
negated them. 

If these things are so, the Hoover Commission Task Force thesis 
that there should ultimately be a transfer of adjudicative functions 
from the agencies to the regular courts seems unwarranted. It 
also seems unrealistic because, as we have seen, the number of ad- 
ministrative adjudicative proceedings far exceeds the caseload of the 
courts and, in many instances, the nature of the subject adjudicated, 
requires a flexibility and continuity of attention which the courts 
would find it difficult, if not impossible, to exercise. Finally, such 
a radical change in the existing distribution of adjudicative powers 
might unnecessarily disrupt methods of adjudication whose short- 
comings could be eliminated by the application of known or newly 
created safeguards. 

If there were no satisfactory alternatives to a transfer of adjudica- 
tive power from the agencies to the regular courts, it would of course 
be necessary to deal with the problems indicated. But, as already 
noted, there are a variety of procedural devices that may achieve the 


~ — OF THE PRESIDENTS CONFERENCE ON ADMINISTRATIVE PROCEDURE, 1 
(1955). 
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objectives of fair play for the individual and effectiveness for the 
government, without a transfer to the regular courts. These have 
not yet been adequately tested. 


Of the proposed reform measures other than the transfer of 
adjudicative functions to the regular courts, the most provocative 
are the proposals to establish administrative courts. We speak here 
only of the transfer of trial-type adjudicative functions, presently 
performed by the agencies, to separate judicial tribunals, and do 
not consider the establishment of special appellate tribunals. 

The Task Force proposal for a general administrative court with 
various sections is not being seriously entertained at the present 
time. But the ABA Bills providing for special Labor and Trade 
Courts apparently are. Why have these two areas of administrative 
justice been singled out for specialized treatment? It is often said 
that adjudicative functions were delegated to the National Labor 
Relations Board not because they required more expertness than 
the courts, but because of the expected hostile reception by the 
courts to the new concepts of labor laws established by the National 
Labor Relations Act, and the necessity therefor of having a friendly 
body execute the new concepts. If this is so, the question now is, 
have these concepts matured to a point where they can safely be en- 
trusted to a judicial body? The ABA presumably believes that they 


have. 


In the case of the adjudicative functions of the Federal Trade 
Commission, expertness is also not a material factor. (Antitrust 
litigation and actions involving unfair methods of competition have 
been and still are pursued in the courts in the first instance.) More- 
over, the agency is said to exemplify the combination of the judge- 
prosecutor function, although on an institutional rather than on a 
personal level. Severance of the adjudicative function from the other 
agency functions, it is argued, will enable the Commission to carry 
out a more vigorous execution of its powers to prosecute “unfair 


59 Such an appellate court was the Emergency Court of Appeals established under 
the Emergency Price Control Act of 1942. 50 U.S.C. App. § 924(c). In England, 
Professor William A. Robson has long advocated the establishment of an administra- 
tive appeal tribunal. Rosson, op. cit. supra note 20, at 427. Former opponents of 
Professor Robson’s recommendations appear now to accept his point of view on 
this subject. See ALLEN, Law AND Orpers 396 (2d ed. 1956). 

60 The Task Force proposed that, initially, the Administrative Court should have 
two sections: one in the field of trade regulation and the other in taxation. Task 
Force Report 246. A number of members of the Task Force recommended additional 
sections for immigration and labor. Id. at 269. 
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methods of competition” and “unfair and deceptive acts and prac- 
tices,” © 

Considered individually, such arguments appear reasonable, but it 
is error to insist, as the ABA appears to, that no wider implications 
are involved. Probably an equally strong case for specialized courts 
can be made, as was made for immigration disputes by some members 
of the Hoover Commission Task Force. Similar arguments probably 
can be advanced on behalf of passport cases, security clearances, in- 
surance claims and various others on the federal level. On the state 
and local levels, the process of administrative determination of labor 
disputes is essentially similar to that of the National Labor Relations 
Board, and if the Labor Court proposal is adopted, it may well be 
urged that similar courts be established in the states. ® In addition, 
the various adjudicative problems involving the revocation and 
suspension of licenses in the trades and professions, as well as of 
drivers, also lend themselves to specialized court treatment. 

Consequently, the creation of the Labor and Trade Courts, as 
sought by the sponsors of the pending legislation, really may open 
the door to the creation of a multiplicity of special courts in the 
federal, state and local jurisdictions. This, in turn, could create 
jurisdictional issues of the most subtle and refined nature, as well 
as an unwieldy and expensive array of new tribunals. From this 
viewpoint, the Task Force proposal for the establishment of a 
centralized administrative court with subdivisions appears more far- 
sighted and has, at least, the administrative advantages of symmetry 
and control. 

It appears, therefore, that the effort of the ABA to avoid a funda- 
mental change in the process of administrative justice by limiting 
its program to proposals for a Labor Court and a Trade Court 
could be self-defeating. If, on the merits, there is justification for 
the establishment of these special courts, it must then be recognized 
that similar justification can and probably will be found for pro- 
posals ranging over a wide area of administrative adjudicative action. 





61 Contra, Kintner, Trade Court Arguments Not Applicable to FCC, Va. Law 
WEEKLy Dicra Comp., March 13, 1958. 

62 In his 1942 Report Robert M. Benjamin suggested a possible separation of the 
New York State Labor Relation Board into two independent boards, one having the 
functions of adjudication in unfair labor practice cases and representation cases, and 
the other should exercise all other functions such as investigation of charges, 
issuance of complaints, and litigation of cases—l1 BENJAMIN, ADMINISTRATIVE AD- 
JUDICATION IN THE STATE OF NEw York 47 (1942). 
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The implications are so far-reaching that the subject needs full 
and searching study. 

Several of the other measures for reform, as they affect the prob- 
lems of administrative justice, do not raise such difficulties. A 
potentially useful general measure is the proposed independent Office 
of Federal Administrative Practice. Judge Prettyman’s committee, 
which investigated the shortcomings of administrative procedure, 
said: “Much discussion of the administrative process in action suffers 
from a lack of precise and up-to-date factual information as to 
how various procedures currently operate.” As already shown, 
such an office has been established on an experimental basis within 
the Department of Justice. Since this agency would not deal with 
law enforcement problems, it seems preferable for it to be an inde- 
pendent body, as proposed in the pending bill. This kind of agency 
has already been established in California and could beneficially 
be created by other states, as well as local governments in large 
cities. Also warranting favorable action is the suggested establish- 
ment of an independent corps of hearing commissioners. This may 
help surmount the shortcomings in the present examiner system. 
Here, too, it should be noted, California has already taken the lead. 
And supplementing these controls over adjudicative functions, much 
undoubtedly can be said in favor of a code of agency conduct now 
under active consideration by an ABA committee. 

More questionable are several of the changes which would be 
effected by the substitution of the proposed Code of Federal Ad- 
ministrative Procedure for the existing Administrative Procedure Act. 
The most significant, as they affect the administrative adjudicative 
function, are the enlarged scope of judicial review and the extension 
of the separation of functions provisions to agency heads and to 
questions of law. 

The substitution of the “clearly erroneous” rule for the “sub- 
stantial evidence” rule, as the basis for review of administrative 
determinations of fact, cannot be written off as merely a change in 
language. For many courts it would undoubtedly constitute a 
green light to enlarge the scope of review. It has not been shown 
that the existing rule has malfunctioned. And it seems desirable to 
retain the distinction in scope of review as between an administrative 


63 REPORT OF PRESIDENTS CONFERENCE ON ADMINISTRATIVE PROCEDURE 47 (1955). 
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agency, whose expertness may be an important factor, and a court 
in a civil non-jury case. 

Also unwarranted are the excessively broad restrictions of the 
proposed separation of functions provision. Is it practical to re- 
quire agency heads to insulate themselves, sometimes for extended 
periods of time, from members of their own staff and from some 
of the people whose business they are regulating? Is it not going 
too far to forbid hearing officers to consult others on questions of 
law, as the Code proposes to do? (Judges, it should be noted, are 
not so restricted.) Although it may be possible to narrow the scope 
of application to include only those concerned with the particular 
proceeding, it is doubtful that an adequate provision of this kind 
can be written. This is so because incompatible forces are involved. 
On the one hand, particularly in the regulatory agencies, the most 
convincing arguments can be made in favor of the combination of 
various functions, including the adjudicative. As we have seen, 
the need for expertness, flexibility, uniformity and continuity of 
application and the need for preventive measures, all are persuasive in 
behalf of a central and unitary administrative organ. On the other 
hand, we have also seen that it is the nature of the regulatory agency 
to require contacts with, and exposure to, the people in the industry 
regulated and their elected representatives and thereby to almost 
irresistible pressures. 

In lieu of continued refinement of the separation of functions 
provision or emasculation of the adjudicatory function, the follow- 
ing proposal is submitted. Supplementing the measures which would 
give judicial independence to hearing commissioners, consideration 
might also be given to the establishment of a new type of intra- 
agency appeal board. This would consist of three or more hearing 
commissioners and would have final appellate authority in adjudi- 
catory proceedings within an agency. The board’s decisions would 
not be subject to review by agency heads, although they would be 
reviewable by the courts. The board decisions, however, would 
be within the context of agency policy as established by the agency 
heads either by rule or otherwise. If, in a particular instance, an 
appeal board interpreted a rule or policy which the agency head 
considered wrong, the decision in the particular case could not be 
reversed by the agency head. But he could clarify the policy for 
the future, in the same way that a legislature can change a judicial 
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statutory interpretation. This would relieve the agency heads of 
exacting and time-consuming tasks, which have rarely been satis- 
factorily performed by them, and dispense with the necessity of 
debilitating their authority within the agency under a logically 
necessary separation of functions provision. 











THE RECOMMENDATIONS OF THE NETWORK 
STUDY STAFF: A STUDY OF NON-PRICE DIS- 
CRIMINATION IN BROADCAST TELEVISION* 


Lucile Sheppard Keyes** 


I. INTRODUCTION 


Several aspects of the regulation of broadcasting by the Federal 
Communications Commission are of outstanding interest from the 
point of view of the general theory of economic regulation. To 
begin with, the chief function of the Commission in this field is 
the licensing of broadcasters. It was the obvious need for avoiding 
interference among users of radio waves which accounted for the 
institution of federal regulation in 1927;' and it is the licensing 
function, including the necessary prior allocation of frequencies 
among classes of user,? which has occupied most of the Commission’s 
time and attention devoted to broadcasting. 


* House Comm. on Interstate and Foreign Commerce, Network Broadcasting: 
Report of the Network Study Staff to the Network Study Committee, H.R. Rep. 
No. 1297, 85th Cong., 2d Sess. (1958) [hereinafter cited as Report). 


** Economist, + cog ae in problems of economic regulation. B.A. 1940, Wellesley 
College; M.A. 1942; Ph.D. 1948, Radcliffe College. Author of FEDERAL CoNnTROL 
OF ENTRY INTO AIR ee (1951). Author of Antitrust At Last In Britain: 
The Restrictive Trade Practices Act of 1956, 25 Geo. WasH. L. Rev. 627 (1957), 
and other articles in periodicals 


1 Radio Act of 1927, 44 Stat. 1162 (1927). This law and other Federal laws 
regulating communications were consolidated in the Communications Act of 1934, 
48 Stat. 1064, 47 U.S.C., §§ 151-609 (1934). 


2The Network Study Staff did not go into the allocations problem, in spite of 
the potential importance of promotion of UHF television in increasing the number 
of available station outlets and thus opening up new possibilities for competition, 
because the problem was separately handled by the Commission itself. The frequencies 
now available to television are in two separate sections of the spectrum, known as the 
VHF (very high frequency) and UHF (ultra high frequency) bands. Most com- 
mercial television is in the former band (389 out of 475 commercial stations in 
operation in mid-1957 were VHF), which is technically better developed but has far 
fewer available channels. Most television sets can receive only VHF broadcasts, 
although “converters,” to enable them to receive UHF, may be purchased. As the 
Report states, “Television development began in the VHF frequencies; however, 
this same portion of the spectrum is needed for other services as well (public safety, 
maritime, industrial, etc.). Thus, the Commission eventually could | allocate 12 
channels to VHF; on these channels, the Commission assigned 500 commercial 
stations. From the outset, the Commission emphasized that these stations were far 
too few for a fully competitive, nationwide television system with an adequate op- 
portunity for multiple stations in larger communities, and with as many communities 
as possible having their own local stations. Accordingly, the Commission assigned 
70 channels and approximately 1,500 stations in the UHF. In many communities, 
VHF and UHF stations were ‘intermixed’ to provide an adequate number of facili- 
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Thus it may be said that the Commission is here primarily engaged 
in a form of entry control. But this entry control is evidently cor- 
rective rather than protective in content.* That is, its purpose is 
to maintain the quality of the broadcast product rather than the 
revenues of the broadcasters. In this respect, it resembles the grant- 
ing of exclusive territorial franchises to single telephone companies 
rather than the certification of new services in the motor and air 
carrier fields.* The administration of this product-oriented control 
has, however, in the nature of things, affected the pattern of owner- 
ship in each market and in broadcasting as a whole. The Commission 
has exercised this influence so as to promote competition in each 
market as well as diversification of ownership in the whole field,* 


ties.” Report at 37. But the UHF station cannot for technical reasons generally 
hold its own in direct competition with VHF stations. Thus the Staff Report “treats 
the problems in broadcasting as they exist under the present television structure, 
which is based predominantly on the VHF portions of the spectrum. It is assumed 
that the perfection and utilization of UHF is several years in the future” except in 
localities served only by UHF stations. Report at 10. 

3A brief discussion of types of regulation, classified by the objectives they are 
intended to accomplish, will be found in Keyes, The Protective Functions of Com- 
mission Regulation, in PAPERS AND PROCEEDINGS OF THE 70TH ANNUAL MEETING 
OF THE AMERICAN Economic AssocrATION (1958). 

4A recent judicial confirmation of the Commission’s non-protective interpretation 
of the Act occurred in Carroll Broadcasting Company v. FCC, 258 F.2d 440 (D.C. 
Cir. 1958). Citing the Supreme Court’s decision in FCC v. Sanders Brothers Radio 
Station, 309 U.S. 470 (1940), the Court of Appeals reasserted that “economic injury 
to an existing station (even to the extent of driving it out of business) is not a ground 
for denying a new application. ” 258 F.2d at 442. The Court of Appeals did indeed 
hold, contrary to the position taken by the Commission, that the Commission would 
have to hear evidence on economic injury if a protestant undertook to prove that 
such private injury would in fact adversely affect the public interest. However, in 
view of the Court’s realistic view of the usual relation between private and public 
interest in this context, it is extremely difficult to imagine any circumstances where 
a protestant could sustain this burden of proof. This point is brought out by the 
following quotations from the opinion : 


Private economic injury is by no means always, or even usually reflected 
in public detriment. Competitors may severely injure each other to the great 
benefit of the public. . . . Of course the public is not concerned with whether 
it gets service from A or from B or from both combined. The public interest 
is not disturbed if A is destroyed by B, so long as B renders the required 
service. The public interest is affected when service is affected. We think the 
problem arises when a protestant offers to prove that the grant of a new 
license would be detrimental to the public interest. . . . If the protestant fails 
to bear the burden of proving his point (and it is certainly a heavy burden), 
there may be an end to the matter. If his showing is substantial, or if there 
is a genuine issue posed, findings should be made. 


Id. at 443-44. 

Corrective entry control may, of course, have incidental protective effects, since it 
may— as here—necessarily limit the number of competitors in the same locality. 

5 For example, the so-called “duopoly rule” prevents ownership by the same party 
of more than one station serving the same market. Diversity of ownership is also 
promoted by the ‘“multiple-ownership rule,” discussed below. The Commission’s 
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and the law itself expressly combines provision for licensing with 
a policy of maintaining competition and continuing the applicability 
of the antitrust laws.® 

Another point of general interest is the fact that the Commission 
has no power to control the level of prices charged by its licensees, 
despite the fact that some of these enjoy what appears prima facie 
to be a very high rate of return’—much higher than that ordinarily 
regarded as a “fair return” in price-controlled industries. 


Again, though the Commission has no specific mandate to prevent 
discrimination, this has been the purpose of its control of the relation- 
ships between its broadcast licensees and the networks with which 
they are affiliated—a control which is, next to licensing, the Com- 
mission’s most important regulatory activity with respect to broad- 
casting. As will appear, what the Commission seeks to prevent is 
not discrimination as the term is generally used in economic theory, 
to denote a departure from a norm derived from behavior of a firm 
under conditions of pure competition. The discrimination at issue 
here, like virtually all instances of discrimination contrary to law 
or public policy, is the granting of preferential treatment to a par- 
ticular party to a transaction such that his competitors are put at 
a disadvantage. The overwhelming weight of tradition is indeed 
against the “equalization” of competitive opportunity as an end in 
itself; to be preferential in the invidious sense, the difference in 
treatment must be in some sense economically unjustified. However, 
the measure of justification is not derived from a theoretical market 
model, but is the less easily defined standard of normal non-pref- 
erential market behavior. The anti-discrimination program of the 
FCC, like most of those carried on by other agencies of the Federal 
Government in this country, is antirestrictive in aim and therefore 
forms a proper part of a general procompetitive market policy in 
the broadcasting field. 


The Commission’s jurisdiction extends only to its licensees, that 


policy objectives and the means by which they are pursued are discussed at length 
in the Report, ch. 3. 

6 The relevant provisions of the Act are also discussed in Chapter 3 of the Report. 

7 For example, statistics presented in the Report relating to stations in markets 
with four or more VHF stations show that for the thirty network affiliates included 
in this category the “median relationship between broadcast income (before Federal 
income tax) and investment in tangible broadcast property . . . was 90 percent” 
in 1955. On the other hand, four of the affiliates did not make a profit, “only 5 of 
the 16 unaffiliated stations in these markets reported profitable operation, and as a 
group they [i.e. the non-affiliates] operated at a loss.” Report at 196. 
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is, to persons actually operating broadcasting stations. For this 
reason, the networks themselves are not subject to regulation except 
with respect to the direct broadcasting activities carried on by 
stations which they own. Regulation of station-network relations 
has therefore been applied directly only to the stations, despite the 
fact that decisions regarding the regulated transactions are very 
largely made by the networks. 

It is the nature of these relations which forms the principal subject- 
matter of the extremely competent and comprehensive Report recent- 
ly completed under Commission auspices by a special staff employed 
for this purpose.* The recommendations made in the Report are 
mostly concerned with making regulation of these relations more 
effective, and it is proposed here to consider these recommendations 
in detail. The Report itself contains a great deal of valuable infor- 
mation and discussion which cannot be taken up in this brief article. 
There is hardly any important aspect of the history, structure or 
economics of the television business which is not illuminated by the 
Staff’s discussion. In addition, there are informative if less detailed 
sections concerning radio broadcasting and certain aspects of the 
regulation of A.T. and T. 


II. SrrRUCTURE OF THE TELEVISION BusINEss 


Though the Network Study was originally intended to include a 
detailed consideration of regulatory problems in radio as well as 
television, it was found impossible to cover the whole field. Attention 
was therefore focussed on television, where the most pressing policy 
problems are now found. As the Staff points out, the relative scarcity 
of “airspace” for high-grade stations and the larger cost of program 
production® make regulation of the network-station relationship even 


8 Dean Roscoe L. Barrow of the University of Cincinnati Law School served as 
Director of the Network Study Staff. Acting Dean Louis H. Mayo of the George 
Washington University Law School was its Executive Secretary. Other Staff mem- 
bers were: Warren C. Baum, economist; Ashbrook P. Bryant, attorney; Ellis H. 
Crocker, statistical analyst; Edward R. Eadeh, industry liaison; Peter Gerlando, 
business economist; Hyman H. Goldin, economist; Robert D. J. Leahy, investigator ; 
Jesse W. Markham, economist; Harry J. Nichols, advertising consultant; Charles 
H. Sandage, advertising and marketing consultant; and James F. Tierney, attorney. 

9“There were approximately 3,100 AM radio stations and only 475 commercial 
television stations on the air as of July 1, 1957.” Report at 1. “The primary limita- 
tion on network entry is set by the VHF frequency spectrum. As of mid-1956, the 
top 100 markets in terms of population contained only 258 TV stations, too few for 
even the existing 3 networks to have a primary affiliation in every market. .. . [T]he 
nighttime program hours of present networks are sufficient to occupy 68.6 percent 
of the total available hours in all 3-station markets and more than 100 percent of 
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more important in television than in radio, the field for which the 
Commission rules presently in force were originally developed.” 
The following brief description will help to bring this point home 
to those unfamiliar with the television business and the roles played 
by the various elements within it: 


The advertiser, advised by the advertising agency, provides the 
economic support for the telecasting system. Station facilities are 
used for three broad classes of advertising, known in the industry 
as network, national spot, and local. The television station 1s 
licensed by the Commission to operate in the public interest and 
may be, and in fact is, conducted as a business venture. The 
stations enter with limited exceptions, into an affiliation relation 
with a network; the network provides a broad program service, 
acts as agent for the sale of the station’s time as part of the net- 
work line-up to the advertiser desiring national coverage, and ar- 
ranges with A. T. and T., the common carrier, for interconnection 
to deliver the network program service. The station employs a 
second sales agent, the station representative, to sell its time to 
national spot advertisers. Programs created especially for television 
are created by the network, the station, the advertising agency, 
and the independent program packager. The film syndicator sells 
film programing, either theatrical feature film or film made especially 
for television, to the advertiser, the network, or the station. While 
the programs may be purchased or produced in the first instance by 
the station or network, it is the advertiser who in the last instance 
bears their cost, except to the extent that some programs are 
carried on a sustaining (unsponsored ) basis." 


The customers of the television business are the advertisers, national, 
regional, and local; its product is “coverage” of the advertiser’s 
potential market; the various factors of production necessary to make 
this product available to the advertisers are programs, station-time, 
and certain selling and assembling functions performed by networks, 


the total available hours in all 2-station markets. Six of the top 25 markets had 
only 2 VHF stations or less (as of mid-1956) and of the top 100 markets only 48 
had 3 or more stations . . . if all present station allocations were taken up, a fourth 
network would have access to only 12 of the 20 top markets through a VHF or 
equally competitive UHF affiliate, to only 3 of the next largest 20 markets, to 
only 4 of the next largest 23 markets, or to only 19 of the 63 large markets in 
the top 100 designated by CBS or NBC as basic required.” Id. at 199-200. “. . . it 
must be recognized that the VHF spectrum, for all practical purposes, is now 
ee to newcomers except for a limited number through the transfer route.” 
. at 4 


10 The chain-broadcasting regulations, by which the network-station relationship 
is now regulated, were adopted in 1941 and made applicable to television in 1945. 
11 Report at 37-38. 
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station representatives and advertising agencies. Where simultaneous 
coverage in several markets is desired, facilities for interconnection 
may be added as a necessary factor; if simultaneity is not desired, 
recording or filming a program will make it economically usable in 
several markets. 


To provide national or regional coverage, the necessary factors of 
production include time on many stations; often, this time must be 
relatively desirable time (i.¢., in periods when many persons are 
watching television); otherwise, the cost of the advertising will not 
be covered by its returns to the advertiser. Thus the individual 
station desiring to sell time in the national market cannot do so unless 
many other stations can also sell desirable time to the same advertiser. 
The network serves as a central marketing agency where time on 
many stations, affording national coverage, can be bought by ad- 
vertisers. A similar function is performed by the national spot repre- 
sentative. 


The fact that there are only a few television stations in each local 
market makes it relatively difficult to assemble national or regional 
coverage in good time periods, and increases the probability that such 
coverage will be controlled by a few sellers of station time (e.g., 
the networks). At the same time, the high cost of television pro- 
graming makes access to the national (or at any rate to a regional) 
market essential to the survival of most stations and program-pro- 
ducers. The latter cannot afford to produce programs which can 
be shown only in local markets; and the former cannot obtain 
popular programs, with the accompanying necessary revenues from 
time-sales, except from national advertisers. Thus the position of 
the network, as a seller of desirable station-time on the national 
market, is particularly strong in television, because access to this 
market is more important to other elements in the industry and is 
limited by the greater physical scarcity of station outlets per city— 
especially in the top few markets, coverage of which is normally 
essential to successful national advertising.’ 


12“Tn the market for national television time sales, the 3 networks, including all 
of the network time sales but only the national spot business they control through 
ownership [of stations], account for 66.8 percent; including the national spot busi- 
ness of CBS-and NBC-owned stations and the independently owned stations they 
represent . . . the share of the 3 networks is 68.6 percent. The 2 major networks, 
CBS and NBC (including the network sales of affiliated stations and the national 
spot sales of represented stations) account for 62.1 percent of the national television 
time sales market.” Jd. at 181-182. “Of the 431 commercial television stations operat- 
ing as of mid-1956, 234 were affiliated with one network only and another 162 with 2 








RECOMMENDATIONS OF THE STUDY STAFF 309 


Ill. THe Economics or ILLEGAL DiscRIMINATION 


It should be noted that the station does not sell its time outright to 
the network, nor does the network sell programs to the station. The 
network collects from the advertiser an overall fee which varies 
according to the number of stations whose time he has purchased. 
The proceeds are divided among the network and the stations accord- 
ing to a previously agreed-upon formula. If the network has 
furnished the program, it receives additional compensation from the 
advertiser. So-called “sustaining” programs are made available to 
affiliates without charge. In effect, the station “buys” the time- 
selling and program services of the network in return for a proportion 
of the proceeds of sales of its time. However, the important aspect 
of the relationship—one which is common to practically all situations 
where illegal discrimination is found—is that network and station 
are suppliers of factors used in the production of the same final 
product. 


The same relationship obviously exists between shipper and carrier 
in the transportation field and between the manufacturer and the 
various distributive elements in trade. And it appears that the 
existence of this relationship is not merely coincidental: It is essential 
to the existence of that type of preferential treatment which is 
normally regarded as objectionable in law.** As has been noted, 
this sort of preference is not measured from a base-line derived from a 
theoretical market condition: for example, in railroad pricing, the 
value-of-service principle is recognized as a factor in normal, non- 
objectionable rate-making; in economic theory, it is itself an example 





or all 3 networks. Only 35 of the 431 stations were not affiliated with any of the 
3 networks; 20 of these were in 4- or 7-station markets in which all 3 networks had 
either a primary affiliate or an owned and operated station.” Jd. at 177. “During the 
3 evening hours subject to network option . . . the 3 networks account for 77.8 per- 
cent of the total programs carried by commercial TV stations.” Id. at 205. 

13 From its share of the fee, the network deducts certain discounts and com- 
missions to sponsors and advertisers and pays the A. T. and T. for interconnection. 
For a three-month period in 1956, one of the networks supplied the Staff with the 
following analysis of what became of the average gross time sales dollar: Discounts 
and commissions, 32.6 percent; A. T. and T. interconnection and network recording 
costs, 6.5 percent; station compensation, 27.7 percent; network retention, before 
allocation of network overhead, 33.2 percent. Jd. at 455. 

14 Deliberate discrimination in the legal sense can be explained only if the preferee 
can afford to offer a quid-pro-quo in exchange for it. Some industries (e.g. the 
railroads) are so important in determining the fortunes of their users that regula- 
tion of rate relationships is also thought desirable even where there can be no 
deliberate motive to discriminate. Here again, however, the position of carrier and 
shipper as suppliers of jointly used factors of production is usually fundamental to 
the demand for regulation. 
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of discriminatory pricing. In fact, the norm from which pref- 
erential treatment is a departure is simply ordinary profit-maximiz- 
ing behavior; in this sense, discrimination would be unprofitable to 
the discriminator except for its indirect effects on the competitive 
position of the preferred party. Through these effects, what would 
have been a simple gift (from one party in a transaction to another) 
becomes a means of excluding competition in the market for the 
finished product, so that both parties can ultimately gain at the ex- 
pense of the final consumer. Thus, a railroad charging an unprofita- 
bly high rate to the competitor of a preferred shipper (or an un- 
profitably low one to the latter) may expect ultimately to benefit 
from a share in the excess returns accruing to the preferee when 
his competitor is driven from their common market. Similar effects 
may result from discriminations in service, credit terms, etc.; no 
actual buying or selling is essential; and compensation for preference 
may take many forms, including a reciprocal grant of preference. 

The essential role played by ability to benefit at the expense of a 
third party is not at once evident in all cases of objectionable dis- 
crimination. Thus, in the network-station relationship, to be more 
fully examined below, the typical commitment of the affiliated station 
to deal through the network (in selling certain time periods) may 
appear to be simply a part of the price it pays for network program- 
ing—the loss to the station (in terms of sacrificed alternatives) being 
exactly balanced by the gain to the network (in terms of additional 
time-sales commissions). But the network’s motive for exacting 
preferential treatment rather than, say, a higher proportion of the 
proceeds from selling a somewhat smaller proportion of station- 
time, is to be explained by the fact that control over the supply of 
desirable time inhibits the development of strong competition in 
the national time-sales field; the network and perhaps the affiliate*® 
are therefore able to profit at the expense of national advertisers. 
Where profit at the expense of a third party is not possible (e.g., 
in transactions between sellers and final consumers) neither seller 
nor buyer is ordinarily prompted to make special concessions in 


15 The extent to which the -stations themselves actually profit from such ex- 
clusion at the present time is problematical. It has not been unknown for a railroad 
to grant preferential treatment to a shipper in the hope of sharing in “monopoly gains” 
only to find itself with the short end of the deal after its alternative sources of 
traffic had been eliminated. The case is not quite the same here, since the networks’ 
strength goes back to the time when they were practically the only source of television 
programing; but the bargaining relationship in the distribution of the proceeds 
may be similar. 
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return for exclusive dealing. They simply charge (or pay) “what 
the traffic will bear.” 


IV. RECOMMENDATIONS OF THE NEtTworK StuDy STAFF 


The recommendations of the Network Study Staff regarding the 
regulation of station licensees were of four main types: (1) changes 
in existing regulations applying to the business practices of licensees; 
(2) additional compulsory publicity regarding certain affairs of 
licensees; (3) enforcement of existing regulations and investigation 
of possible existing violations of the antitrust laws; and (4) further 
study of certain practices and proposals. (Other recommendations 
may be included in the Staff’s study of programing, which has been 
delayed because of legal obstacles to the obtainment of necessary 
data.) In addition, the Staff recommended that, in the interest of 
equitable and efficient enforcement of the Commission’s rules, the 
networks be directly subjected to regulation and the Commission 
be empowered to impose penalties on violators less drastic than 
those now available (i.e., revocation or non-renewal of license to 
broadcast). In connection with all these types of recommendations, 
the major objective was the achievement of a less preferential, more 
open relationship between the network and its affiliates. Other 
objectives were the maintenance of competition between network 
and national spot time sales and among the several networks, and 
preservation of maximum diversity in control of broadcasting by a 
tightening up of the multiple-ownership rule. 


V. RECOMMENDATIONS REGARDING THE NETWORK-STATION 
RELATIONSHIP 


Among recommended changes in regulations of station practices, 
most notable are those calling for the elimination of practices known 
as “option-time” and “must-buy.” The former is a provision in the 
network-station affiliation contract under which each affiliate agrees 
to clear time for all programs for which it is ordered by advertisers 
through the network during certain specified hours of the day. The 
original option-time arrangements (in radio) were subjected to limita- 
tion by the chain-broadcasting regulations adopted by the FCC in 
1941.'° Nevertheless these arrangements may still and in fact do 


16 “Under section 3.658 (d) of the Commission’s chain broadcasting regulations, 
network option time is hedged about with the following restrictions: (@) not more 
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cover a large proportion of the broadcast day, including most of the 
evening hours universally considered best from an audience-coverage 
standpoint. As to the actual effectiveness of option-time in enabling 
the network to secure clearance for its programs, the Staff concluded 
that, although the arrangement is not “the most important factor 
in the clearance process,” it “has some effect on the network’s ability 
to arrange program clearances, as is confirmed by a comparison of 
average program clearances during option and nonoption hours.” ™* 
The resulting disadvantage to outside competitive groups was sum- 
marized as follows: 


Other business groups competing with the networks or with 
advertisers using network television have been placed at a com- 
petitive disadvantage through network option time. Producers 
and distributors of syndicated film programs (designed specifi- 
cally for television) have had only very limited access to the 
broadcast schedules of affiliated stations during the most desirable 
viewing hours. For this and other reasons, these producers and 
distributors have tended to favor direct sale to the networks or 
to network advertisers, and the quality and quantity of syndicated 
film programing have been reduced below what they would other- 
wise be. Similarly, national station representatives have been handi- 
capped in their efforts to sell program time periods in competition 
with the networks, since the most desirable periods are under option 
to the networks. National, regional, or local advertisers seeking 
access to television in competition with network advertisers have 
also been placed at a competitive disadvantage. Although other 
(and in some cases more important) factors are also involved, 
option time has acted to some extent to restrain competition in a 
manner contrary to the public interest in each of these areas.1* 


It was the anti-competitive impact of option-time which led directly 
to the Staff’s recommendation that it be proscribed. It should be noted 
that the non-network station, which is in direct competition with the 


than a maximum of 3 hours of the affiliated station's time may be under network 
option within each of the following segments of the broadcast day: 8 a.m. to 1 p.m.; 
1 p.m. to 6 p.m.; 6 p.m. to 11 p.m.; and 11 p.m. to 8 a.m.; (b) the network must 
give the affiliated station at least 56 days’ notice prior to exercising its option; 
(c) the affiliated station may reject any network program deemed by the station 
not to be in the public interest, or may substitute for the network program any other 
program of outstanding local or national importance; and (d) a network cannot 
exercise the option right to require the station to accept sustaining programs, or to 
preempt time in which the station is broadcasting the programs of another network.” 
Report at 279. The limits of restrictiveness prescribed in (a) and (b) are reached 
by the actual terms of the existing affiliation contracts. 

17 Report at 642. 

18 Td. at 643. 
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affiliate, is also placed at a disadvantage by this arrangement, because 
it inhibits the growth of independent program producers and distribu- 
tors and of non-network station representatives which are essential 
to the successful entry of the non-network station into the national 
or regional coverage field. 

The “must-buy” is a requirement, exacted by only two of the three 
networks, that all advertisers buying station time through them pur- 
chase time on a specified list of stations known as “basic” or “basic- 
required” affiliates..° While rejecting contentions that this require- 
ment amounts to a major handicap to non-affiliates seeking participa- 
tion in national or regional advertising,” the Staff recommended 
that “must-buy” be eliminated for the following two reasons: (1) 
because it has resulted in an unwarranted restraint on some ad- 
vertisers’ freedom to choose which stations they will “buy”; and 
(2) (a reason regarded by the Staff as of “particular significance”) 
because “it has given the network a bargaining power in its re- 
lationship with affiliated stations that has not always been exercised 
in a manner consistent with the public interest.” ** 

It was therefore recommended that the “must-buy” be replaced 
by a “minimum-buy” requirement similar to that already in use by 
the third network. The networks would thus be enabled to reject 
orders too small to cover fixed costs; at the same time, an end would 
be put to the network practice of using inclusion on the “must-buy” 
list as a carrot to induce stations to grant clearance for more network 
programs.” The exchange of preference for preference is the evil 
which the Staff sought to prevent. 

Other recommended rule changes were similarly intended: i.e., 
to prevent the use of affiliation and disaffiliation policies, station net- 
work rates, and station compensation as instruments by which the 
network may gain preferential treatment from its affiliates. For this 
broad purpose, the Staff proposed to rely mainly on additional 


19“As of April 1, 1957, CBS had 56 ‘basic required’ stations. The total cost of 
the ‘must buy’ network, for a class ‘A’ hour was $75, 825. There were 58 NBC 
‘basics’ as of the date, aggregating $77,975. The ‘minimum buy’ requirement — of 
ABC totaled $60,000 for a class ‘A’ hour.” Report at 469. According to B 
Magazine, Dec. 1, 1958, the CBS network has announced to its affiliates that it intends 
to abandon the “must-buy” practice and substitute for it a “minimum-buy” require- 
ment such as the Report recommends on page 527. 

20 As the Report noted, it is the “right of first call” rather than the “must buy” 
requirement that excludes non-affiliates from most network programing. See, ¢.g., 
Report at 504. 

21 Report at 524. 


22 Td. at 525. 
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publicity for network practices.** Nevertheless, it was recommended 
that rules be made or changed to prohibit (1) the use of multiple 
station ownership as a criterion for affiliation or disaffiliation,** (2) 
the setting of station network rates (i.e., rates charged to advertisers 
by the network for time on specified stations) as a means of getting 
better clearances for network programs,” and (3) “any attempt by 
a network organization to influence the non-network rates of affiliated 
stations” ** (i.e:, the rates charged by the affiliates to advertisers not 
buying through the network). 

The recommended tightening of the multiple-ownership rule 
(which puts a legal maximum on the number of stations under a single 
ownership) was designed primarily to further diversity of control 
for what might be termed political rather than economic ends; it 
will be discussed more fully at a later stage. It should be mentioned 
here, however, that the avoidance of preferential treatment to multiple 
owners was also an important consideration leading to the Staff’s 
recommendation;”* as the Report noted, multiple owners have in 
the past been able to use their influence in more than one market 
as a lever to gain preferential treatment. Moreover, the fact that the 
recommended rule was to be more severely applied to the networks” 
apparently reflected the Staff’s concern with preventing the com- 
petitive advantage accruing to them from vertical integration”? which 
is, of course, the extreme form of the tying or preferential arrange- 
ment between suppliers of two factors used in producing a given 
product. 

23 The following recommendations were made by the Staff: (1) “Networks should 
be required by rule to file with the Commission a full and detailed statement of 
the criteria governing their affiliation policies.” (2) “Networks should be required 
by rule to file reports with the Commission setting forth changes in affiliation as they 
occur and the basis of each change . . . [and] should also be required to report to 
the Commission all requests for affiliation and the disposition of such requests, in- 
cluding the specific factors used by the networks in granting or denying the re- 
quests.” (3) “The networks should be required by rule to report to the Commission 
their specific criteria for disaffiliation and should report each disaffiliation action and 
the bases thereof.” (4) “A rule should be adopted requiring the networks to publish 
currently their rate making procedures, including the circulation credited to each 
affiliate, the formula used for rate purposes, and all changes made in the network 
rates of individual affiliates.” (5) “The Commission should make public the affiliation 


contracts which licensees are required to file with it, including the compensation 
provisions of these contracts.” Id: at 657-659. 


24 Td. at 657. 

25 Id. at 658. 

26 Tbid. 

27 Report at 651. 
28 Id. at 660. 

29 Td. at 651-52. 
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Other proposed rule changes were designed to prevent excessive 
preference by networks to their affiliates as compared with non- 
affiliated stations,*° and the same aim was embodied in two recom- 
mendations regarding possible infractions of existing regulations.** 
Additional proposals of this type dealt with attempts by networks 
to exact unduly preferential treatment from their affiliates as com- 
pared with other networks and with national spot buyers.* 


VI. OtrHerR RECOMMENDATIONS FOR ACTION 


The remaining recommendations for Commission action seek to 
prevent elimination of competition with or among networks by 
non-discriminatory means, and to maintain maximum diversity (and 
local character) of control over broadcasting. The first objective 
is to be furthered by (1) adoption of “a rule prohibiting the net- 
works from representing stations other than their owned and operated 
in national spot sales”;** and (2) referral to the Department of Justice 
of certain evidence concerning possible violations of the antitrust laws 
in connection with internetwork rate competition.** 


30 Jd, at 658: (1) “The Commission should require by rule that if an affiliate is 
ordered for a network commercial program, but does not provide clearance satis- 
factory to the sponsor, the network in good faith should undertake to place the pro- 
gram on another station in the community, if the sponsor so chooses. If a clearance 
suitable to the advertiser can be obtained, the network should not, for a reasonable 
period of time, be permitted to recapture the program in order to place the program 
on its regular affiliate.” (2) “The Commission should require by rule that if an 
affiliate is carrying a network commercial program, but the advertiser wishes to 
have the program carried also on a station in another community, the network 
should undertake to place the program on the other station.” 

31 Jd. at 657-58: (1) “[F]Jurther inquiry should be made by the Commission as to 
the policies and practices of the networks with respect to holding discussions with 
existing affiliates concerning the granting of affiliation to other stations.” (2) “The 
practice of the networks of discussing with affiliated stations the proposed placement 
of network programs on non-affiliated stations should be examined by the Com- 
mission to determine whether such practice is consonant with section 3.658 (b) of 
the Commission’s rules.” 

32((1) “The practice of one of the networks of requiring certain applicants for 
affiliation to promise to serve as its primary outlets, to the exclusion of other networks, 
should be referred to the Commission for appropriate inquiry in the light of section 
3.658 (a) of the Commission’s rules.” (2) “The evidence with respect to possible 
infractions of chain broadcasting rules 3.658 (a) (through the use of network rates 
to influence the station’s acceptance of programs from another network) and 3.658 
(h) (through the use of network rates to influence the national spot rates of 
affliated stations) should be referred to the Commission for appropriate action.” 
Id. at 658. It was also suggested that certain actions of the networks aimed at 
restricting the freedom of stations to fix national spot rates were possibly in viola- 
tion of the antitrust laws, and that evidence concerning them should be referred to 
the Department of Justice. Jd. at 440, and 658-59. 

33 It was recommended that “a reasonable period of time, such as 2 years, should 
be allowed for the stations to transfer their representation to a non-network 
organization.” Id. at 659. 

34 Td. at 658-659. Summarizing the evidence on this point, the Staff Report states : 
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The second purpose prompted the Staff to recommend that the 
Commission aim at “a pattern of ownership which approaches as 
closely as circumstances permit the objective of limiting station 
ownership to one station for each licensee.” ** If the Staff proposals 
were adopted, proceedings involving original license grants would 
be subjected to presumptions that “a local applicant will serve the 
community interest better than an absentee licensee and that an 
applicant who owns no other station will be in a better position 
to serve the local community than an applicant who is already 
licensed to serve one or more other local communities.” ** Success- 
ful applicants would furthermore be limited to one station for the 
full license period of three years; thereafter, they would be permitted 
to apply for one additional station each year.** Additional Staff 
recommendations would bring about somewhat greater opportunity 
for exercise of Commission choice among applicants in license renewal 
and transfer proceedings than is now available, so that local and 
diverse ownership may be promoted in these proceedings.** 

Retention of the present multiple-ownership rule, which limits 
each licensee to a maximum of five VHF and two UHF stations 
was recommended. It was proposed, however, that the rule be 





“There is no specific Commission rule with respect to rate competition among the 
networks, but the relevant portions of the antitrust laws are applicable to network 
operations in this area. The CBS and NBC networks compete freely with each 
other with respect to the establishment of network rates. No evidence has been 
found of any understanding or agreement between the networks that would interfere 
with or restrain this competition. The ABC network competes with CBS and NBC 
through a policy of differential rates. ABC has sometimes engaged in the practice 
of consulting with the other networks with respect to their rate plans prior to taking 
action on the network rates of its own affiliates. The other networks have cooperated 
in providing the desired information. This practice among the three networks is 
not compatible with the Commission objective of preserving free and open competition 
and raises questions under the antitrust laws.” Id. at 444 

85 Td. at 659. 

36 Td. at 659-660. 


87 Id. at 660. 


38 Ibid. It is difficult to forecast the effect of these recommendations in view of 
the generally vague character of the standard applied by the FCC in proceedings 
involving choice of applicant. From the discussion in the Report (Chapter 3), it 
appears that, with the exception of such specific standards as the “duopoly” and 
“multiple-ownership” rules, the factors considered relevant by the Commission do 
not really add up to a legally operative criterion of choice: that is, in most cases, 
any award at all could be justified by appeal to previously announced standards. 
This vagueness has at least three unfortunate effects: (1) it gives the disappointed 
applicant no real non-procedural ground upon which to appeal to the courts; (2) 
it gives the Commission no real principle to rely upon in resisting pressures and 
prejudice; and (3) it therefore lends itself to the development of an undue in- 
fluence by the Commission over the programing function—a danger which appears 
remote at present, but may not continue to be so in the future. 

89 Report at 660. 
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amended “to provide that no licensee be permitted to own more 
than three VHF stations in the top twenty-five markets of the 
United States.” *° The latter provision would require some divestiture 
of existing holdings by networks.** Moreover, as has been noted, 
the Staff proposed that the presumption against multiple ownership 
by networks be appreciably stronger than that applying to other 
licensees: 


Networks should be treated on the same basis as other multiple- 
station owners with respect to all of the above-recommended rules. 
However, in the event that networks, having disposed of station 
holdings in excess of 3 in the top 25 markets, should seek to acquire 
additional stations in lower-ranking markets up to the permissible 
limits of 5 VHF and 2 UHF stations, the presumptions against a 
network multiple owner on local ownership and diversity grounds 
should, in a comparative hearing context, be overriding unless it 
can be demonstrated that acquisition of the station or stations is 
essential to the financial welfare of the network and that financing 
from conventional capital sources is not available. 


VII. RECOMMENDATIONS FOR FURTHER STUDY 


The Staff proposed that the following matters be studied further: 
(1) the whole field of network radio and other components of the 
radio industry,** with special attention to possible network pref- 
erence for existing radio affiliates in choosing affiliates for tele- 
vision;** (2) (on a continuing basis) station rates set by networks,* 
compensation arrangements between networks and affiliates,** and 
the operation of the “minimum-buy” requirement adopted as a sub- 





40 Ibid. 

41 The Staff recommended that, in connection with the required divestiture, “a 
reasonable period of time, such as 3 years, should be permitted for the sale of the 
stations.” Ibid. 

42 While normally unjustified, the granting of exceptions to finance network develop- 
ment may here be warranted as a temporary measure to offset the advantageous en- 
trenched position enjoyed by the existing networks. Ibid. 

43 Ibid. 

44 Report at 657. 

45“The Commission should watch the development of the rate situation closely 
and continuously, but assume no responsibility for reviewing individual or general 
network rate decisions at this time.” Jd. at 658. 

46 “The Commission should make a regular and continuous study of compensation 
arrangements between networks and their affiliated stations. While a potential for 
abuse exists, the present compensation practices of the networks do not require the 
adoption of a more specific rule at this time.” Jd. at 659. 
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stitute for the “must-buy”;*” (3) a proposal “that networks be re- 
quired to provide affiliated stations in markets not ordered by the 
advertiser the opportunity to carry the program with commercials 
deleted, upon reasonable payment by the stations to the network 
and the advertiser”;** and (4) “the procedures for allocating scarce 
A. T. and T. program transmission facilities to determine whether 
they are fair and equitable and otherwise in the public interest.” ” 
With the exception of (3), all of these matters bear an obvious 
relation to the problem of discrimination as an obstacle to independent 
competition in the national television market. 

The Staff also recommended that the Commission “resolve at the 
earliest practicable date the issues involved” in two proceedings 
concerning the level and structure of the prices charged by the A. T. 
and T. for the rental of its transmission facilities,°° factors of con- 
siderable importance in determining the ability of new enterprises 
to enter the network business as well as possible financing of inter- 
connections, independently of any network, by the stations them- 
selves. 


VIII. Proposats REJECTED BY THE NETWORK Stupy STAFF 


Particular interest attaches to certain proposals considered, but 
not adopted, by the Network Study Staff. These include the ex- 
tension of the legal maximum term for the network-station affiliation 
contract beyond the presently prescribed two-year period; a pre- 
scribed limitation or “rationing” of the proportion of its desirable 
time which a station may devote to programs obtained from any 
single source (e.g., from one network); and elimination of the pro- 
visions in the affiliation contract known as “first call” and “territorial 
exclusivity.” 

The most illuminating aspect of the proposal for extending the 
maximum term of affiliation is the fact that it was advanced by repre- 
sentatives of stations, rather than of the networks," as a means of 


47“The Commission should not undertake at this time to regulate the particular 
minimum requirements adopted by the networks. However, the situation should be 
followed closely and continuously, so that the Commission will be in a position 
to take action promptly at a later date, should the ‘minimum buy’ practice require 
regulation.” Ibid. 

48 Report at 657. 

49 Td. at 659. 

50 [bid. 

51 Report at 258. 
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increasing the security of station-owners and their consequent willing- 
ness to make large investments, and of increasing their relative 
“bargaining power” vis-a-vis the networks." The proposal was 
turned down on the ground that it would be either ineffectual (be- 
cause of cancellation provisions in the affiliation contract) or unduly 
restrictive of competition among stations for affiliation and among 
networks for affiliates.** The Staff Report at the same time recognized 
that under present conditions, the effective alternatives to affiliation 
open to the stations were extremely limited; it was in this connection 
that the Staff put forward its proposals for publicity and some limita- 
tion of disaffiliation criteria employed by the networks. The under- 
lying conditions responsible for the stations’ present position the 
Staff enumerated as (a) shortages of stations, (b) only a small number 
of fully competitive networks; and (c) inadequate development of 
alternatives to the network service.™ 

It is unquestionably true at present that the individual affiliation 
relationship is much more important to the profitability of the station 
than it is to that of the network. It is in this sense that the “bargain- 
ing power” of the network is stronger than that of the individual 
station-owner. And it is also true that the extreme shortage of VHF 
outlets in important markets results in an inherent limitation on the 
number of networks and on the availability of station time to al- 
ternatives to the network service. Therefore, the elimination of this 
shortage could be expected to broaden materially the choice of time- 
purchasers and program-suppliers available to the individual station. 

But it should be emphasized, first, that the scarcity of stations is 
not the whole explanation of the extent to which the existing net- 
works control access to lucrative orders by national advertisers, and 
as a result control access to expensive programing. It may well be 
that their strong position is in large part due to the option-time ar- 
rangement, or other preferential treatment by affiliates, through 
which they are able to control a large proportion of the supply of 
the most desirable periods of station-time on a nationwide scale. 
To the extent that this is true, the value of the affiliation to the in- 
dividual station is based on an artificial scarcity created by what 
amounts to a restriction on the market behavior of other individual 


52 Id. at 258-260. 
53 Id. at 262. 

54 Id. at 263. 

55 Id. at 196-98. 
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stations. The individual station’s satisfaction with this arrangement 
is influenced by the fact that its own “liberation” from it would have 
little or no effect on the overall control position of the network. If 
the option-time arrangement is eliminated from all affiliation con- 
tracts, and if other steps are taken to do away with existing pref- 
erences on a large scale, the attitude of the typical station on the 
value of a long-term network affiliation may ultimately undergo 
a radical change. This development is much more likely now than in 
the early years of television, when the only feasible source of pro- 
grams was the networks, who for special reasons were willing to 
spend large sums on program production before this activity became 
profitable for others.* 

Secondly, if the scarcity of stations were to be eliminated—perhaps 
by some technological breakthrough on the UHF front—this would 
not do away with the need for regulating discriminatory practices 
within the industry. For there is always some physical limit on the 
number of alternative markets, program producers, etc., immediately 
available to the station, and on the number of stations from which 
advertisers may buy; these alternatives are not all equally attractive; 
and the creation of new competitors is a time-consuming process. 
Thus the achievement of maximum freedom of choice always re- 
quires that discriminatory arrangements between existing firms be 
eliminated as far as this is possible, regardless of whether these existing 
firms are “naturally sheltered” (e.g., by ownership of unique re- 
sources) from competition to such an extent that large and persistent 
excess returns are earned and control of their price level is justified. 
It is for this reason that provision against various forms of discrimina- 
tion is quite properly included in the regulation of industry in general 
under the antitrust laws and not only in the regulation of businesses 
such as railroads whose price-levels are also subject to control. 

A second proposal turned down by the Staff would have imposed 
a regulatory limit on the proportion of desirable time which any 
station could devote to network programing. This proposal was 
advanced in the belief “that the elimination of option time would 
not make additional time periods available to competing groups to a 
significant degree,” ** since unwritten commitments to grant pref- 
erence to the networks might persist even though the express con- 


56 The non-broadcast connections of the networks are briefly indicated in the 


Report. Id. at 41-42. 
57 Id. at 395. 
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tractual arrangement were to be outlawed. Considering the fact 
that this legal prohibition would leave each station at the outset 
exactly as dependent on the network as it had been all along, and 
seeing that the development of independent program sources and 
independent access to national advertisers on a large scale would re- 
quire time and some concerted defection from the network by a 
number of stations during the most valuable viewing hours, it is 
easy to see why this time-rationing proposal was urged upon the 
Staff. Under these circumstances, informal pressures could easily 
be used to obtain as large a proportion of clearance for network 
programs as under the option-time contracts. 

The general problem illustrated here is the difficult one of the 
tacit, non-contractual commitment to discriminate. Though ex- 
clusive and preferential provisions in written contracts can readily 
be outlawed, it is far more difficult to provide an objective standard 
by which dealings influenced by tacit discriminatory arrangements 
can be distinguished from ordinary, non-preferential business transac- 
tions. Illegal price discrimination is frequently the result of such 
a tacit arrangement, and it is notoriously difficult to distinguish dis- 
criminatory from nonrestrictive pricing on the basis of objective 
evidence. 

In this particular case, there is much to be said for the time- 
rationing device as a temporary measure to help dislodge the net- 
works from their entrenched positions and provide a foothold for 
the development of independent competitors. As a continuing policy, 
however, this device is certainly open to the very serious objection 
noted by the Staff, namely, that: 


In lieu of the restraint imposed through option time . . . a new 
restraint would be imposed. Station licensees would not be free 
to exercise their best judgment as to program selection at all times. 
Instead, they would be enjoined from accepting programs from 
one source during a specified portion of the broadcast day.** 


A third rejected proposal would have eliminated the so-called 
“first call” and “territorial exclusivity” elements of the network- 
affiliate relationship. The station’s “right of first call” means that 
network programs must be offered to a network affiliate before 
being offered to a non-affiliate serving the same locality. Under 


58 Id. at 397. 
59 Id. at 263-74. 
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“territorial exclusivity,” the network “need not, and usually does 
not, permit another station in the same community to broadcast 
any commercial program which has been carried by its affiliate.” © 
As the Staff noted, both of these arrangements “restrict the op- 
portunity of other stations in the same community to compete 
for, or obtain access to, the network program service.” * 


In explaining its failure to recommend an end to these admitted 
restraints, the Staff characterized the right of first call as a restrictive 
but justified practice, necessary to the effective operation of a net- 
work system, whose prohibition would tend to undermine the con- 
tinuance of the nationwide network organizations. The argument 
is elaborated as follows: 


Networks have two major functions. They provide a program 
service; and they sell the time of selected stations located in com- 
munities throughout the Nation. If the right of first call were ef- 
fectively prohibited, and as a result all stations in a community 
could bid, or otherwise contract, for the programs of any net- 
work, networks would be in the same category as any other pro- 
gram supplier. In the case of live networks, the full effect of 
abolishing the right of first refusal might not be immediate; insofar 
as live service is important to advertisers, the three networks would 
have an important initial advantage over other program suppliers. 
This would be particularly true under the existing A. T. & T. rate 
structure for intercity program transmission, which is based on 
8-hour daily service and is disadvantageous to the occasional user 
of the facilities. This initial advantage, however, could not be 
maintained. Other program suppliers would obtain economically 
feasible access to A. T. & T. facilities, and would enter the net- 
work field in significant numbers. It is conceivable that 20 or 30 
enterprises might be competing effectively with the 3 networks for 
access to all operating stations. A substantial fractionating of 
station lineups would result, and the network system as a daily, 
continuing national service might well ultimately disappear. 

. The Network Study Staff is persuaded that the network 
system . . . offers a highly valued balance of quality entertainment 
and informational, public-service program; and that the loss of 
the programing and communication values associated with the 
network system would be adverse to the public interest.® 


860 Td. at 263. 

$1 The relative unimportance of “must-buy” in excluding participation of non- 
affiliates in network programs is noted in the Report. Id. at 504. 

62 Jd. at 274-75. 
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These results are presumably to ensue without any increase in the 
number of competing stations per market, and without any decease 
in the average cost of program production. One’s first reaction is 
amazed disbelief. 

Perhaps what is meant, however, is that the granting of preferred 
access to network programing (rather than, for example, the option- 
time arrangement) is the primary means whereby the networks 
obtain preferred access to the more valuable broadcast hours on 
affiliated stations. If it is true—and it certainly seems plausible— 
that the resulting command of a large proportion of the supply of 
good station time is the main reason for the networks’ control (in 
large measure) of individual station access to national advertisers, 
then it would follow that the innocent-looking right of first call 
and territorial exclusivity are indeed the cornerstones of the net- 
works’ earnings and security of market. 

If independent suppliers of programs desirable to advertisers on a 
network scale were already in existence, these arrangements could 
not play this star role in the network picture, and elimination of 
option time would perhaps be enough to remove the artificial com- 
petitive advantage now enjoyed by the networks. Unless the pro- 
grams furnished through the network were appreciably more popular 
than those of its competitors, the network would not then be able 
to trade off preferred access to these programs for preferential treat- 
ment in time-sales (i.¢., for preferential clearance in desirable time 
periods) on a nationwide basis. It is true that a program service giv- 
ing its subscribers first call on the programs offered—especially if 
it could be counted on to fill up the less desirable hours of the day— 
would still be worth more to a station, other things being equal, 
than a supply of programs which had to be assembled piecemeal. 
But this fact would represent no advantage to the network if other 
suppliers were able to offer the same sort of service. 

Under present conditions, however, it might be well to consider 
a temporary ban on the network first call arrangement, perhaps as 
a supplement to the temporary time-rationing device suggested above, 
to provide an impetus for the development of competition with the 
networks. It is possible that, without these temporary measures, 
adoption of the other policies recommended by the Staff will have 
only small and long-delayed effects. 
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IX. THe THeory or “Ess—entiAL RESTRAINTS” 


It is interesting to compare the Staff’s position concerning the 
right of first call with the manner in which it met the argument that 
option time was essential to the existence of the networks. On the 
latter point, the Report states: 


Time options give the networks a measure of protection against 
the competition of other program sources in the marketplace. If 
such protection from competition is maintained . . . [on grounds 
that it is essential to the existence of the networks and the net- 
works are essential to the public interest] the Government would 
be conferring quasi-monopoly powers upon the networks. As- 
suming that such protection were justified in the public interest, 
the Commission would have the responsibility for ascertaining, 
on a continuing basis, that the power conferred on the networks 
was not abused. . . . In effect, a part of the responsibility for 
program selection now residing exclusively in the station licensee 
has been transferred to the network through the time-option ar- 
rangements. If these arrangements are maintained, additional and 
direct Government regulation of the networks in this area would 
be necessary to guarantee that the programming responsibility trans- 
ferred to them was being carried out in the public interest. . 
Assuming that option time is essential to networking, it neverthe- 
less places competing business groups at an economic disadvantage. 
. . . Some basis for rationing the use of station time that is more 
equitable or reasonable than the present arrangements would pre- 
sumably have to be developed. Even then, the question would 
arise whether Government control of rates was not required to 
prevent the networks from using their quasi-monopoly power to 
the detriment of network advertisers. 


In so far as the right of first call protects the networks from 
competing program sources, the argument above obviously applies 
directly to this practice, mutatis mutandis. 

But it is not as an example of inconsistency on the part of the 
Staff—and it may well be the only such example—that the argument 
is of special interest. It should be emphasized, moreover, that it is 
the supporting reasoning rather than the actual content of the Staff’s 
recommendations which can be objected to on grounds of incon- 
sistency. For there are in fact strong arguments, both in law and 
economics, for making the recommended distinction between the 
time option and the right of first call. 


€3 Id. at 378-79. 
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An evaluation of the relative status of these practices under the 
antitrust laws would be beyond the competence of the present 
writer. However, it should be noted that practices similar to the 
time option have been very differently treated in the courts than 
have practices similar to the right of first call. As the Report in- 
dicates, recent judicial opinions suggest that the time option might 
well be regarded as a per se violation of section 1 of the Sherman 
Act;** and this view has been strengthened by the Supreme Court’s 
1958 decision in Northern Pacific Railway v. United States. Such 
practices as exclusive territorial dealerships, on the other hand, 
which are analogous to the right of first call, have in many cases 
been permitted to exist as constituting only “reasonable” restraints.” 

As a matter of economics, it is not only permissible but essential 
to distinguish between a restriction which is a physically inseparable 
part of the furnishing of a given product (or the achievement of a 
given cost reduction) and one which is merely a necessary prop 
for the finances of an otherwise non-viable enterprise. Since it ap- 
pears to be an integral element in the furnishing of a continuing, 
always-available program service, the right of first call seems proper- 
ly to be included within the former class of restrictions, and there 
is no immediately evident ground for outlawing it under ordinary 
circumstances. As has been noted, there may conceivably be a case 
for prohibiting this practice as a temporary measure to offset the 
entrenched competitive advantage now enjoyed by the networks. 

The argument in the Report is, however, especially interesting 
from a more general point of view, in that it suggests support for 
several unduly popular errors with respect to the rationale of eco- 
nomic regulation. Among these are: (1) the belief that govern- 
mental approval of an artifical restraint on competition is an eco- 
nomically desirable method of maintaining the existence of a product 
required by the national interest but unable to survive in the free 
market; (2) the belief that special regulation can compensate for 
the imposition of such an artificial restraint; and (3) the belief that 
only those excess returns which result from a governmentally-sanc- 
tioned restraint on competition can justifiably be reduced by control 


64 Td. at 389. 

578 Sup. Ct. 514 (1958). On this point, see the Statement of Dean Louis H. 
Mayo, Executive Secretary of the Network Study Staff, before the Federal Com- 
munications Commission in Docket 12285 (1958). 


66 The legal distinction between the two types of practice is discussed at length in 
the Statement cited in note 65, supra. 
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over prices. None of these positions is economically sound. The 
Staff is therefore to be congratulated for recommending at present 
only such limited direct Commission regulation of the networks as 
is necessary to accomplish its antirestrictive objectives—even though 
it (perhaps wrongly) regards governmental approval of the first 
call as essential to the existence of networks. 


X. Competition Versus OTHER Poticy OBJECTIVES? 


Whether the existence of networks is, in fact, essential in the 
national interest is quite another matter. If it were essential, then 
some form of governmental subvention would have to be considered 
if the networks were actually threatened with extinction as a result 
of competition encouraged by a thoroughgoing policy of antirestric- 
tionism. However, it is hard to see what conceivable aspect of pub- 
lic policy could make this use of public funds defensible. Similarly, 
it is not impossible that the development of relatively plentiful central- 
ized sources of programs would enable even more television stations 
to rely on standardized fare rather than develop their own local 
sources of entertainment and public affairs programing. So far, how- 
ever, the existence of policy objectives other than the maintenance of 
competition has given rise to no special problems in the television 
field. Indeed, the same governmental measures appear to be in order 
to promote each of the FCC’s avowed major policy objectives: “Com- 
petition, diversification, and licensee responsibility.” 





67 Report at 635. 
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EDITORIAL NOTES 


THE MARKUSH PATENT CLAIM AND ITS RELATION 
TO THE DOCTRINE OF EQUIVALENTS 


Mary Helen Sears* 


I. InrRopUCTION 


That the practice of law is forever burdened with the need to re- 
solve the controversy between form and substance is axiomatic. To 
add that this is similarly true in patent law is but to state what is self- 
evident. The relationship of the Markush claim, a procedural device,1 
to the doctrine of equivalents, a substantive judicial doctrine,” is es- 
sentially a specific instance of the struggle to achieve a just and workable 
balance in the relationship of form to substance. 

It cannot be doubted that both the Markush claim and the doctrine 
of equivalents were conceived in an effort to enable the inventor to 
protect his invention to the fullest while at the same time preventing 
him, in the exercise of his limited monopoly, from encroaching upon 
the inventions of others or upon subject matter lying within the public 
domain. Nonetheless, their recent conjoint history indicates that they 
have at times been so construed in relation to each other as to deny 
to the inventor, and consequently force within the public domain, subject 
matter truly inventive and meritorious of patent protection. The Court 
of Customs and Patent Appeals recently was called upon, in In re Ruff, 
to decide a question arising from just such a construction of the Mar- 
kush claim in the light of the doctrine of equivalents. The question there 
presented was whether an applicant for a patent, having originally claimed 
two entities in a Markush claim and having been advised that one entity 
was anticipated by the prior art, could then cancel the anticipated 
member from his disclosure and claims and assert his right to a patent on 
the unanticipated member. The alternative would be that original use 
of the Markush group was in fact an admission of equivalency which 
barred him from obtaining patent protection even on the unanticipated 
member unless he could show that the entities were not actually equiva- 


’ *Member, The George Washington Law Review; A.B. 1950, Cornell University. 


1 Ex parte Markush, 1925 Dec. Com. Pat. 126 (1924). 
2 Winans v. Denmead, 56 U.S. (15 How.) 330 (1853). 
3 In re Ruff, 256 F. 2d 590, 118 U.S.P.Q. 340 (C.C.P.A. 1958). 
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lents. The court held the first alternative to be the one commensurate 
with both the letter and the spirit of the patent law, and in doing so, 
reversed a trend of thought which had become very forceful within 
the last decade. 

It is the author’s purpose to examine the historical background and 
present setting of the Ruff decision, as well as to examine a number of 
highly relevant questions evoked by the interrelationship of the Markush 
practice and the doctrine of equivalents, but not directly in issue in the 
Ruff case. An attempt has been made to analyze some of the problems 
which may arise by reason of the Ruff decision and to reevaluate those 
situations in which existing case law seems to conflict with the principles 
therein laid down. 


II. THe Marxkusu Ciaim: Its DERIVATION AND DEFINITION 


The Markush claim derives its name from the 1924 decision* of the 
Commissioner of Patents which first officially sanctioned the substitution 
of the expression “material selected from the group consisting of . . .” 
for a true generic term in a chemical case.*> The Markush form of 
claiming has always been limited to chemical situations. 

Ex parte Markush was without doubt intended to rectify an inequity 
in chemical practice. The inventor in the mechanical arts could and 
did claim all entities operative in accomplishing a certain end, as “means” 
for performing the desired end. The inventor in the chemical arts, be- 
cause of the fallibility of prediction in chemistry and the prodigious 
experimental work necessary to determine which substances would 
operate in effecting a given result, was prohibited from claiming “a 
substance capable of performing” said result. It was clearly contemplated 
that the Markush form of claim would relieve the applicant in the 
chemical arts from the burden of filing an application for each of the 
substances found to be operative in bringing about a desired result if 
such substances did not fit within a known generic term. Whether or 
not the Markush claim as originally approved might have succeeded in 


4 Ex parte Markush, supra note 1. 
5 Ex parte Markush, supra note 1, at 128, states: 


Where the validity of a claim is not involved, the paucity of the language may 
necessitate a waiver of the technical rules of this Office, to the end that an 
applicant may properly protect his real invention . . . . It is not seen in what 
other way an applicant, in a case such as the present, may cover his real in- 
vention without filing a number of applications, and it may well be that the 
substances named are so closely related that they would not support a series 
of patents. An applicant should be entitled to adequately cover his invention 
and not be forced to rely upon the doctrine of equivalents for his proper pro- 
(ectsom .... 


6 Ibid. 
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alleviating that situation is academic, since the Commissioner of Patents 
was soon forced by administrative considerations’ to narrow the scope 
of the original Markush decision in Ex parte Palmer.® 

The Palmer decision, in holding a Markush group of cane sugar and 
neutral salts improper, established as a criterion for the members of a 
Markush group that they “could properly be regarded as species of a 
known genus or. . . [be] so related that the discovery of the desired 
property in one would suggest its existence in the other, so that the 
granting of a patent specific to one might justify the refusal of a patent 
on an application specific to another.”® Thus was elucidated one of 
the two conflicting views, both in existence today, as to the permissible 
content of Markush groups. This view will be referred to hereinafter 
as the “structural equivalent” view, since it contemplates that the mem- 
bers will behave similarly in all situations and that substitution of one for 
another will be obvious from their common structure. 

While interpretations vary as to the intent with which the Markush 
decision was framed,’ apparently the Patent Office Board of Appeals, 
even after the Palmer decision, saw Ex parte Markush as condoning a 
far less restricted form of Markush claiming. In Ex parte Larson" it 
approved a Markush group of oxides of metals selected from divergent 
groups of the Periodic Table of Elements, belonging to no recognized 
genus and having in common only their ability to perform as catalyst 
components in the particular chemical process claimed, saying: 


While the exact situation presented herein was not present in 
the Markush case, yet it is believed that the principle applied in 
said case is applicable herein. Metallic oxides may or may not, 
in a given instance, form a recognized group of related substances. 
The applicant, however, has stated what metallic oxides will work 





7 Subcommittee on Chemical Practice, Michigan Patent Law Assn., Markush 
Claims, 37 J. Pat. Orr. Soc’y 164, 171-72 (1955) states: 


Restriction of the members which applicants are permitted to combine in the 
Markush group evolved from the administrative principle promulgated by the 
Patent Office that only a single invention can be claimed in a single applica- 
tion. The reason for such a rule is based upon the very real necessity of 
avoiding multiple searches for a single fee. Consequently, the problem of 
proper grouping is simply one of administration, and restriction of members 
which properly may be combined in a Markush group is based solely on the 
premise that only one invention may be claimed in any one application. 


8 Ex parte Palmer, 7 U.S.P.Q. 11 (Comm’r. Dec. 1930). 

8 Jd. at 12. 

10 See Richard, Claims Under the Markush Formula, 17 J. Pat. Orr. Soc’y 179 
(1935), especially at 190. 

11 Ex parte Larson, 15 U.S.P.Q. 68 (Pat. Off. Bd. App. 1931). 
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in his process, and has thus made them equivalents and a related 
group in said process.!? 


It is thus apparent that there is some basis for equivocation as to whether 
the Markush case itself or the Larson case is the leading one representing 
the second of the conflicting views as to the proper content of a Markush 
group, hereinafter called the “functional equivalent” view, since it 
contemplates that the members need behave similarly only in the claimed 
“function,” or combination. 

Considerable authority exists for each of these views. The Board 
of Appeals has maintained an anomalous attitude throughout the years, 
at many times following the Palmer case by requiring the members of 
a Markush group to exhibit a recognized community of properties,” 
while at other times indicating that operability of the Markush group 
members in the claimed function is enough.’* In some of the latter line 
of decisions,’® the Board appears to indicate that the propriety of the 
grouping is governed by the sufficiency of the disclosure’* as to the 
operability of the group members in the claimed function, rather than 
by their membership or lack thereof in an art-recognized genus. 

The Court of Customs and Patent Appeals has, until recently, con- 
sistently purported to follow Ex parte Palmer and to recognize only 
structural equivalent Markush claims,!’ with one notable exception." 

The Patent Office today officially recognizes both the structural 
equivalent and the functional equivalent Markush group as having pro- 
priety under particularly defined circumstances. The Manual of Patent 
Examining Procedure was amended in 1953 to read as follows: 


The materials set forth in the Markush group ordinarily must be- 


12 Jd. at 69. 

13 Ex parte Lincoln, 47 U.S.P.Q. 152 (Pat. Off. Bd. App. 1939) ; Ex parte Korten, 
71 U.S.P.Q. 173 (Pat. Off. Bd. App. 1946); Ex parte Lougovoy, 86 U.S.P.Q. 486 
(Pat. Off. Bd. App. 1950); Ex parte Reid, ‘105 U.S.P.Q. 251 (Pat. Off. Bd. App. 
1954). Also see Ex parte Clarke, 11 U.S.P.Q. 52 (Comm’r. Dec. 1930). 

14Ex parte Korpium, 30 U.S.P.Q. 244 (Pat. Off. Bd. App. 1940); Ex parte 
Kendall, 56 U.S.P.Q. 119 (Pat. Off. Bd. App. 1942); Ex parte Byrns, 81 U.S.P.Q. 
444 (Pat. Off. Bd. App. 1948); Ex pate Ayers, 94 U.S.P.Q. 116 (Pat. Off. Bd. 
App. 1950); Ex parte Hannum, 92 U.S.P.Q. 230 (Pat. Off. Bd. App. 1951); Ex 
parte Wicklatz, 102 U.S.P.Q. 359 (Pat. Off. Bd. App. 1954). 

15 Ex parte Byrns and Ex parte Wicklatz, supra note 14. 

16 See Cheesman, Supporting Disclosure for the Markush Formula, 28 J. Pat. 
Orr. Soc’y 741 (1946). 

17 In re Swenson, 132 F.2d 336, 56 U.S.P.Q. 180 (C.C.P.A. 1942) ; In re Ruzicka, 
150 F.2d 550, 66 U.S.P.Q. 226 (C.C.P.A. 1945) ; In re Winnek, 160 F.2d 572, 73 
U.S.P.Q. 225 (C.C.P.A. 1947); In re Schechter, 205 F.2d 185, 98 U.S.P.Q. 144 
(C.C.P.A. 1953). 

18 In re Jones, 162 F.2d 479, 74 U.S.P.Q. 149 (C.C.P.A. 1947) also purported to 
follow the Palmer decision, supra note 8. However, in a fact situation identical to 
that of In re Ruzicka, supra note 17, an exactly opposite holding was made. 
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long to a recognized physical or chemical class or to an art-recog- 
nized class. However, when the Markush group occurs in a claim 
reciting a process or a combination (not a single compound), it is 
sufficient if the members of the group are disclosed in the specifica- 
tion to possess at least one property in common which is mainl 
responsible for their function in the claimed relationship, and it 
is clear from their very nature or from the prior art that all of 
them possess this property.’® 


Clearly, this is a compromise between the two views, albeit one which 
restores to the Markush claim in great measure the attribute of com- 
pensating the chemical practitioner for the permissibility of the mechani- 
cal “means” claim.?° 

The present wording of the Manual appears to indicate a Patent Office 
recognition that administrative difficulties inherent in a single appli- 
cation’s requiring a multiple search occur just as frequently in the case 
of the mechanical means claim as in the functional equivalent Markush 
claim. Furthermore, the mechanical means claim may even present greater 
difficulty in searching since the examiner may be called upon to envision 
appropriate equivalent means, rather than being able to depend for 
search purposes upon the substances actually named, as he may in the 
case of a functional equivalent Markush claim. 

The retention of the structural equivalent Markush group for com- 
pound claims also has some logical justification. The compound claim 
by its very nature purports to cover the compound however it is used 
and in whatever combination, so that all its equivalents must be suscep- 
tible of use in every combination in which it may be used or else they 
are not equivalents. Unless they belong to a recognized genus and 
are, hence, obvious structural equivalents, the burden of proving equiva- 





19 U.S. Patent Orrice, Dep’t oF COMMERCE, MANUAL OF PATENT EXAMINING 
Procepure § 706.03(y) (2d ed. 1953), second paragraph. 


20For a cogent presentation in favor of the functional equivalent view of the 
Markush claim, see Davis, Interpreting the Markush Decision, 15 J. Pat. Orr. Soc’y 
187 (1933), especially at 190, where he states : 


In the mechanical arts it is quite common to use such expressions as “a 
resilient means” to designate a spring, a rubber block, or a pneumatic cushion. 
No one ever doubts that these mechanical elements are equivalents and yet 
they are in no way structurally similar and they fall within no recognized 
class or genus except that they all possess the one characteristic which makes 
them operative according to the invention. 

Similarly in the chemical field there is no reason why a group of chemical 
compounds need be structurally similar or be members of any recognized 
genus or class if they possess in common the one property or characteristic 
of operating according to the invention. If there is no other way of defining 
the group that are equivalents, there is no reason for not specifically naming 
them. Furthermore, compounds which perform the same function in a given 
reaction are logically, for that reason, members of a group that are equivalents 
for the purpose of that process. 
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lence in every function would be far greater than applicants would wish 
to assume. 

Also essential to an understanding of the interpretation placed upon 
the membership of a Markush grouping is the view placed upon the 
structural formula claim. The structural formula method of claiming 
consists in the use of a skeletal structure in which the various possible 
substituents are represented by symbols and the possible meanings of 
each of the symbols are then claimed in Markush form, rather than re- 
citing in the claim a Markush group of the names of all the individual 
compounds being claimed. In the Markush decision itself, it was ex- 
pressly recognized! that the structural formula claim, which was al- 
ready in use, is the same in principle as the Markush claim. The Patent 
Office clearly so considers it and treats it.22 Though the practice has 
been criticized,2* there are no cases in which structural formula claims 
are not so treated. 


III. THe Doctrine ofr EquivALeNnts 


The Supreme Court first enunciated the doctrine of equivalents in 
Winans v. Denmead,** an infringement suit on a patent for a coal car 
having a circular body so designed that the pressure of the load out- 
wards was equal in all directions. The alleged infringing cars were 
of octagonal shape, but achieved the same result in the same way as 
the petitioner’s patented article. The Court, in holding respondent’s 
device to infringe, said: 


Patentees sometimes add to their claims an express declaration, to 
the effect that the claim extends to the thing patented, however 
its form or proportions may be varied. But this is unnecessary. The 
law so interprets the claim without the addition of these words. 
The exclusive right to the thing patented is not secured, if the 
public are at liberty to make substantial copies of it, varying its 
form or proportions. And, therefore, the patentee, having de- 
scribed his invention, and shown its principles, and claimed it 
in that form which most perfectly embodies it, is, in contempla- 
tion of law, deemed to claim every form in which his invention may 
be copied, unless he manifests an intention to disclaim some of 
these forms.”® 


This, together with the following statement of the same court, defines 
the doctrine of equivalents: . 





21 Ex parte Markush, 1925 Dec. Com. Pat. 126 (Comm’r. Dec. 1924). 

22 Rosa, Outline of Practice Relative to Markush Claims, 1956 Revision, at 8-10. 
28 Coulter, Markush Claims, 34 J. Pat. Orr. Soc’y 901 (1952). 

2456 U.S. (15 How.) 329 (1853). 

25 Td. at 342. 
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It is not necessary that the defendant’s cars should employ the 
plaintiff’s invention to as good advantage as he employed it, or 
that the result should be precisely the same in degree. It must 
be the same in kind, and effected by the employment of his mode of 
operation in substance.”* 


The doctrine, though formulated in an infringement suit, is the same 
with regard to questions of anticipation, except that here the standard 
is the knowledge of the art, and the thing being tested is applicant’s 
alleged invention. The doctrine of equivalents continues today un- 
changed, and has been applied by the Supreme Court in an infringement 
situation as recently as 1950,?? though with considerable attendant criti- 
cism from those who favor strict interpretation of patent claims.”* 

Several difficulties are encountered in applying the doctrine, particular- 
ly in chemical cases. It has been repeatedly asserted by both the Patent 
Office Board of Appeals”® and the Court of Customs and Patent Appeals*®® 
that predictability of equivalent behavior from one chemical to another, 
even to a closely related one, is at best uncertain and must be determined 
by experiment. It follows that “the rule that an inventor is entitled to 
equivalents of the subject matter disclosed has restricted scope in chemical 
cases.” 81 The net result of these opinions is that specific support in 
the disclosure for claimed subject matter is of paramount importance 
in chemical cases.*? 

A great bone of contention in applying the doctrine of equivalents 
is the treatment of unknown equivalents—that is, equivalents not so 
recognized at the date of a patent grant, if the question is one of infringe- 


26 Id. at 343. 

5 Ga Tank & Mfg. Co. v. Linde Air Products Co., 339 U.S. 605, 85 U.S.P.Q. 
328 (1950). 

28 30 B.U.L. Rev. 569 (1950) ; 39 Carr. L. Rev. 302 (1951); 44 In. L. Rev. 730 
(1949); 99 U. Pa. L. Rev. 428 (1950); but see Swanson, A Discussion of the 
Application of the Doctrine of Equivalents in the Graver v. Linde Case, 33 J. Part. 
Orr. Soc’y 19 (1951), for an opinion that the decision is a clear mandate that 
substance shall prevail over “claim verbalism.” 

29 Ex parte Williams, U.S.Patent 2,131,206 (Pat. Off. Bd. App. 1934); Ex parte 
Hentrich, 38 U.S.P.Q. 249 (Pat. Off. Bd. App. 1937); Ex parte Kauck, 95 U.S.P.Q. 
197 (Pat. Off. Bd. App. 1952). 

30 In re Langmuir, 15 U.S.P.Q. 311 (C.C.P.A. 1932); In re Soll, 97 F.2d 623, 
38 U.S.P.Q. 189 (C.C.P.A. 1938); In re Oppenauer, 143 F.2d 974, 62 U.S.P.Q. 
At _— 1944); In re Spengler, 147 F.2d 1013, 64 U.S.P.Q. 570 (C.C.P.A. 


31 Ex parte Kauck, supra note 29, at 198. 
32 In re Steenbock, 83 F.2d 912, 913, 30 U.S.P.Q. 45, 46 (C.C.P.A. 1936), states: 


The principle is well established in chemical cases, and in cases involving com- 
positions of matter, that the disclosure of a species in a cited reference is 
sufficient to prevent a later applicant from obtaining generic claims, although 
the disclosure in an application of a species may not be sufficient basis for a 
generic claim. 
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ment, or at the date of a patent application, if the question is one of 
patentability. There is considerable authority both for the proposition 
that they should be considered just like known equivalents, and for 
the opposing view. Walker** concludes that by the weight of reason 
and authority, it is immaterial whether equivalence be known or un- 
known so long as it exists. Seemingly, the apparent conflict in interpre- 
tation vanishes when the question is considered in the following manner: 
“where the new ingredient is such as would have been known to or 
employed by the ordinary skilled practical chemist, or is such as would 
naturally have been developed in the growth of the art, and the sub- 
stitution thereof involves no alteration or new operation or result, it is 
covered ....” 

By its most liberal interpretation the doctrine of equivalents is justifiable 
as being necessary to the prevention of fraud upon the patentee and 
upon the public, in the one case by fraudulent invasion of a patent 
monopoly, and in the other, by the attempt to obtain unwarranted 
monopolies on subject matter within the public domain. It is readily 
apparent that under this view neither the patentee nor the public can 
be wronged by the use of an equivalent neither known nor within the 
purview of the skilled artisan, and that considerable ingenuity may have 
to be exercised in establishing such an equivalency.*® A narrower and 
more prevalent view** treats the doctrine of equivalents as an equitable 
last resort, to be applied in infringement situations only to relieve a 
patentee from undue hardship. This latter view would appear to apply 
equally well in patentability situations. 

However equivalency is viewed, one salient fact towers above all 
else. The doctrine of equivalents is a judicial doctrine. This is borne 
out by the fact that the patent law has been reviewed and codified by 
the Congress without the word “equivalent” ever having crept into 
the statute. Aside from the requirements for novelty and utility, the 
statute contains but one pronouncement on that illusory quality, in- 
vention—namely: 





33 WALKER ON PATENTS, 3 DELLER’s Ep. § 464 (1937). 

34 Holiday & Sons v. Schulze Berge, 78 Fed. 493, 496 (C.C.S.D.N.Y. 1896) ; and 
see Graver Tank & Mfg. Co. v. Linde Air Products Co., 339 U.S. 605, 607, 85 
U.S.P.Q. 328, 330 (1950). 

85 A statement along this line is found in an opinion by Judge Learned Hand: 


When, for example, a material has been available for many years and no one 
has thought to use it in a new physical combination to answer a need equally 
old, there is as much reason for treating its selection as evidence of invention 
as the selection of any other element; and it is unfortunate that loose state- 
ments, thrown out arguendo, have at times seemed to give to the substitution 
of new materials a different standing from that of other combinations . . . 

Dewey and Almy Chemical Co. v. Mimex, 124 F.2d 986, 987 (2d Cir. 1942). 


36 Note, The Doctrine of Equivalents Revalued, 19 Geo. WasH. L. Rev., 491 (1951). 
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A patent may not be obtained . . . if the differences between the 
subject matter sought to be patented and the prior art are such 
that the subject matter as a whole would have been obvious at 
the time the invention was made to a person having ordinary skill 
in the art to which said subject matter pertains . . . .37 


It is, of course, clear that Congress contemplated no upheaval of exist- 
ing case law at that time, but it is both illogical and unlikely that Cong- 
ress should have intended that the substitution of equivalents was not 
to be governed by the statute,3* thus rendering equivalents of known 
entities, though both unknown and unobvious, unpatentable in any 
event. 


IV. APPLICATION OF THE DocrRINE OF EQUIVALENTS IN 
DETERMINING PATENTABILITY 


The substantive meanings of the different forms of claims are variously 
affected by the doctrine of equivalents. Since their scope and effect, 
and hence their value to the patentee, are determined by their substantive 
meanings, the subject cannot be too heavily stressed. 


A. Where Disclosure May Be Used Against Applicant 


In applying the doctrine of equivalents to claims generally, some au- 
thorities view an applicant’s statements in his specification, either taken 
alone or looked at in the light of the prior art, as being admissions 
against interest. Thus, any statement as to equivalence with an entity 
later found in the prior art is construed against the applicant as an ad- 
mission, and he is estopped to deny or delete it.*° 

It must be borne in mind that, in the law of evidence, admissions by 
a party to a suit are looked at in the light of attendant circumstances, and 
while they may not be later denied without a convincing reason, they 
may be relied on or disregarded by the finder of fact as the weight of 


87 35 U.S.C. § 103 (1952). 


38 In this connection, it is noted that the following statement was proposed to the 
Senate Subcommittee on Patents Trademarks and Copyrights, prior to drafting 
of the 1952 act, for inclusion in § 103: “An applicant’s own statement in his applica- 
tion may not be used against him in interpreting prior art.” The reason given for 
the proposal was that prior art, and not the teaching of applicant’s disclosure, should 
be relied on to establish equivalence. The reason for its not having been so included 
does not expressly appear, but the reviser’s notes indicate that $ 103, as adopted, 
was intended to have a stabilizing effect “and also to serve as a basis for the addition 
at a later time of some criteria which may be worked out.” Efforts to Establish a 
Statutory Standard of Invention, Study of the Subcommittee on Patents, Trademarks 
and Copyrights of the Committee on the Judiciary, U.S. Senate, 85th Congress, Ist 
Session, pursuant to S. Res. 55, Study No. 7, at 14 and 17. And see Amicus 
a Brief, pp. 5-7 and 29, In re Ruff, 256 F.2d 590, 118 U.S.P.Q. 340 (C.C.P.A. 
1958). 


39 Levin, Equivalency in a Specification, 31 J. Pat. Orr. Soc’y 898 (1949). 
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evidence dictates. Should not an applicant’s statements in a patent 
specification also be examined in the light of all attendant facts and 
circumstances and their evidentiary value assessed accordingly? 

When an applicant makes statements regarding the state of the art 
or defines terms used in his specification so as to equate entities obviously 
equivalent, the Court of Customs and Patent Appeals has consistently 
held that he may not later be heard to deny such statements.” To 
illustrate, applicant in In re McKee*! defined “slicing” in relation to 
frozen meat as embracing the use of a knife, chopping tool or saw to 
comminute the meat. The art actually showed a similar slicing of 
frozen meat accomplished by a saw. It hardly need be said that with or 
without McKee’s admission, it would have been proper to apply the 
reference to McKee’s claimed process for slicing frozen meat. Certainly 
to give McKee a patent for slicing frozen meat with a knife would lead 
to the very inequity the doctrine of equivalents was designed to avoid, 
by allowing McKee a monopoly for a change so slight in relation to the 
art as to avoid appropriation of that art only semantically. McKee’s own 
admission of the equivalence, however, was not the basis for denying 
him a patent; the basis of rejection was the reference, and his statement 
of equivalence only emphasized the propriety of its application to the 
claims. A further illustration, chosen at random, is In re Lobdell,* in 
which applicant claimed a cutting tool having a cemented carbide tip 
bonded by a layer of strain-resistant bonding to a cast iron-containing 
tip-supporting member. Applicant disclosed that the bonding was ac- 
complished by brazing or silver-soldering, using methods well-known 
to the art. When the whole combination appeared in the art with the 
bonding done by brazing, it was, of course, held that applicant’s express 
recognition of an art-recognized equivalence precluded his claiming the 
combination bonded by silver-soldering. 

A further case** illustrates the evidentiary value of an applicant’s 
statements. In this case, a civil action against the Commissioner of 
Patents, the claims in suit were directed to treating a cellulose paper 
web with silicon tetrachloride. They were rejected as lacking invention 
over a reference showing treating an asbestos web with silicon tetra- 
chloride to accomplish the same purpose, in view of a reference showing 


40 Numerous cases so hold. The following are but exemplary: In re McKee, 75 
F.2d 635, 24 U.S.P.Q. 414 (C.C_P.A. 1935) ; In re West, 160 F.2d 570, 73 U.S.P.Q. 
227 (C.C.P.A. 1947); In re Switzer, 166 F.2d 827, 77 U.S.P.Q. 156 (C.C.P.A. 
1948); In re Lobdell, 167 F.2d 634, 77 U.S.P.Q. 377 (C.C.P.A. 1948); In re 
Bloomer, 178 F.2d 407, 84 U.S.P.Q. 135 (C.C.P.A. 1949). 

41 In re McKee, supra note 40. 

42 In re Lobdell, supra note 40. 


43 Spialter v. Marzall, 95 F. Supp. 731, 89 U.S.P.Q. 176 (D.D.C. 1951). 
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that cellulose and asbestos were affected identically by an entirely dif- 
ferent treatment. The court, in holding the claims unpatentable, com- 
mented that the application originally disclosed the equivalence of cellu- 
lose and asbestos, but did not rely on this for its decision, apparently 
simply considering it as one more bit of evidence tending to weaken 
petitioner’s case. 

Where applicant’s disclosure shows prior art embodiments along with 
his novel embodiment and the latter in fact achieves a different result 
from the former, cancellation of the anticipated matter by amendment 
and subsequent examination of his amended case in relation to the prior 
art has been sanctioned.** Similarly when applicant assumed that syn- 
thetic and fatty drying oils would be equally effective in his novel DDT- 
containing coating composition and, in fact, synthetic drying oils were 
inoperative with DDT, applicant was permitted to cancel all reference 
to the synthetic drying oils from his application, his claims then being 
allowed over a prior art teaching of using a synthetic drying oil plus a 
toxic substance in a coating composition.*® And when a fair reading 
of applicant’s alleged statement of equivalence indicated an asserted 
equivalence between longitudinal and transverse grooves for applicant’s 
express function alone, no blanket presumption of equivalence arose. 

Of the cases often cited as holding that once applicant has asserted 
an equivalence, he is bound thereby unless he can make a convincing 
showing of non-equivalence, three actually pertain to a double patenting 
situation.** All of these cases arrive at results consonant with the patent 
law and with logic; what is perhaps unfortunate about them is that 
the word “equivalent” is used generously and unnecessarily throughout. 

Of these cases, In re Borcherdt*® has led to the greatest confusion in 
this area of the law. It has suffered from having its dicta read without 
the qualifying facts and circumstances. The case actually involved the 
Borcherdt application and two patents belonging to Borcherdt’s assignee, 
the duPont Company. One patent claimed a process for preparing 
organic nitriles by reacting, in an aqueous acidic medium, an organic 
halide and a cyanide of the class consisting of hydrogen cyanide, alkali 
metal cyanides and alkaline earth metal cyanides. A second patent 
claimed the same process effected in an aqueous buffered medium and 
specified sodium cyanide as the sole cyanide reactant. The Borcherdt 





44 In re Murray, 95 F.2d 336, 37 U.S.P.Q. 280 (C.C.P.A. 1938). 
45 In re Bowden, 183 F.2d 115, 86 U.S.P.Q. 419 (C.C.P.A. 1950). 
46 In re Lorenian, 234 F.2d 268, 110 U.S.P.Q. 269 (C.C.P.A. 1956). 


47 In re Doll, 175 F.2d 583, 82 U.S.P.Q. 188 (C.C.P.A. 1949); In re Borcherdt, 
197 F.2d 550, 94 U.S.P.Q. 175 (C.C.P.A. 1952); Ex parte Frey, 90 U.S.P.Q. 383 
(Pat. Off. Bd. App. 1946). 


48 In re Borcherdt, supra note 47. 
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application claimed the same process in an aqueous buffered medium and 
specified hydrogen cyanide as the cyanide reactant. The Borcherdt 
application was rejected as being unpatentable, on the ground of double 
patenting, over the claims of the second patent in view of the equivalence 
between hydrogen cyanide and sodium cyanide claimed in the first 
patent. The sole issue before the court was whether the first patent 
could be relied upon to reject the claims. The court held that even 
assuming that it could not be relied on, thus making the ground of re- 
jection the claims of the second patent in view of the obvious equivalence 
of the two cyanide compounds, duPont, the assignee, by taking out the 
first patent, had placed itself in the position of being estopped to deny 
that the equivalence was obvious, so that the rejection could not be 
controverted. The reasonableness of the decision on its unique facts 
needs no advocate; its unfortunate consequences arise from a single 
statement*® having been taken out of context and applied, carte blanche, 
to every situation in which an applicant has disclosed or hinted at an 
equivalence between two embodiments and one has subsequently been 
found in the prior art. 


B. How Applicant’s Use of the Markush Claim Has Been Construed 


When the claims in suit are Markush claims, the situation becomes 
considerably more complicated than heretofore shown. Early in the era 
of Markush practice, the Commissioner of Patents wrote two decisions® 
intended to govern Markush claim structure within an application. The 
first of these, Ex parte Dablen,®' held that even though generic language 
is available and the state of the art is such that it would be allowable, 
if the genus is of such vast extent that not all species are available for 
testing, an applicant may omit the genus and claim a Markush group of 
those species shown in the application to be operative. The second 
decision, Ex parte Burke,®? refused to permit subgeneric Markush claims— 
so-called “Markush claims of diminishing scope”—on the grounds that 
applicant, in creating a Markush group, should be certain it includes no 
inoperative species, and that permitting such claims would, under the 
doctrine of Ex parte Palmer® raise the presumption that each subgeneric 


49 “Tt has been held many times by this court that where the disclosure of an 
application gives two materials or operations as equivalents, such disclosure alone 
may be sufficient for the rejection of a claim specific to one equivalent where the 
other appears in the prior art . .. .” In re Borcherdt, supra note 47, at 552, 94 
U.S.P.Q. at 177. 

50 Ex parte Dahlen, 21 U.S.P.Q. 397 (Comm’r. Dec. 1934); Ex parte Burke, 21 
U.S.P.Q. 399 (Comm’r. Dec. 1934). 

51 Ex parte Dahlen, supra note 50. 

52 Ex parte Burke, supra note 50. 


537 U.S.P.Q. 11 (Comm’r. Dec. 1930). 
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group had a community of properties not shared by the larger group. 
Finally, the reason was advanced that allowance of such groups would 
greatly foster undue multiplicity of claims. These decisions have been 
followed by the Board of Appeals®* in numerous instances and by the 
Court of Customs and Patent Appeals** at least once. Later interpreta- 
tions of the Dahlen and Burke decisions have created problems, not be- 
cause of what they actually held, but because of the following state- 
ment, expressed in substance in both decisions: 


If, on examination of a generic Markush type claim, it be found 
that the applicant has included one or more members known to 
be old in the art for the same purpose as in the applicant’s invention, 
the group in its entirety must fail of recognition in exactly the same 
manner as would have been the case had the group of elements 
of the claim been identified by a single term. In such contingency 
a formula of lesser scope may be invoked, provided that the re- 
maining members of the group have a common quality which is 
distinctive from the characteristics of the major group and which 
itself imparts patentable merit to the subgroup over the generic 
group. 


Actually, this statement is an attempt to distinguish the question of 
Markush groups limited on account of prior art anticipation of one or 
more members from the question of subgeneric Markush groups, and the 
differentiation has usually been made, both by the Patent Office and 
by the courts. Unfortunately, some confusion has resulted from the 
language used, and has persisted. 

It was in the climate produced by the Palmer," Burke®® and Dablen® 
decisions that In re Ayres® was decided. This case is often cited as au- 
thority for the proposition that when an applicant uses a Markush claim, 
he implies that the members of the group are fully equivalent, and that 
therefore when one member of the group is anticipated by the prior 
art, all the members are anticipated. It is, however, believed significant 
that the equivalence in question in this case appeared to be known 
in the art. Furthermore, Markush claims at the time were, by the 





54 The following are exemplary: In re Harris, 44 U.S.P.Q. 45 (Pat. Off. Bd. 
App. 1938); Ex parte Kline, 25 J. Pat. Orr. Soc’y 767 (Pat. Off. Bd. App. 1943) ; 
Ex parte Cook, 76 U.S.P.Q. 196 (Pat. Off. Bd. App. 1947); Ex parte Moll, 81 
U.S.P.Q. 447 (Pat. Off. Bd. App. 1948); Ex parte Ruddy, 103 U.S.P.Q. 245 (Pat. 
Off. Bd. App. 1952); Ex parte Cook, 105 U.S.P.Q. 504 (Pat. Off. Bd. App. 1954). 

53 In re Thompson, 154 F.2d 189, 69 U.S.P.Q. 148 (C.C.P.A. 1946). 

56 Ex parte Burke, supra note 50, at 401. 

57 Ex parte Palmer, supra note 53. 

58 Ex parte Burke, supra note 50. 

59 Ex parte Dahlen, supra note 50. 

60 In re Ayres, 83 F.2d 297, 29 U.S.P.Q. 424 (C.C.P.A. 1936). 
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majority view, controlled by Ex parte Palmer and accordingly were im- 
proper unless the groups claimed in them were of the structural equivalent 
type. In this connection, it should be noted that limitation of a natural 
genus to a Markush expression to avoid known prior art has consistently 
been condemned.** 

A source of considerable confusion, owing to the apparently incon- 
sistent reasoning applied, is a group of Board of Appeals cases. In 
all of these cases, a Markush group was presented; a member of the 
group was found to be old and the group was accordingly rejected; 
applicant in each case thereupon limited his Markush group and the 
limitation was held unavailing. In each case, however, when a claim to 
a single species taken from the original Markush group was presented, 
it was allowed with the comment that single species are not governed 
by Markush practice. While one of these cases, Ex parte Rutherford,® 
can be rationalized by the fact that the original Markush group was 
additionally rejected on the ground that it was an improper Markush 
group, no such redeeming feature appears in the remaining cases. There- 
fore, if the statements made as to single species in these cases are taken 
at face value, procedure appears omnipotent. It cannot but be asked 
by what rationale an application originally claiming three substances in a 
Markush group should, after one of the substances has been found to 
be old in the art and has accordingly been cancelled from the group, 
be rejected on the ground that applicant has shown the two now claimed 
to be equivalents to the known substance, but should no longer be re- 
jected on the ground of equivalence if a second member is stricken out 
so as to leave only a species claim. The clear implication is that ap- 
plicant’s admission of equivalence has no validity when only one substance 
is being claimed. It is superfluous to say that such reasoning is absurd. 
The only reasonable explanation for these cases is that the rule applied 
in them was the rule intended, under Ex parte Burke,* to be applied 
only to Markush claims of diminishing scope within an application, 
whereby Markush groups intermediate in scope from the original group 
were struck down, but species claims were upheld. The best that can 
be said for such cases is that they serve to confuse an already chaotic 
picture. 





61 Jn re Langdon, 77 F.2d 920, 25 U.S.P.Q. 415 (C.C.P.A. 1935); In re Hartung, 
121 F.2d 529, 50 U.S.P.Q. 151 (C.C.P.A. 1941); In re Hass, 141 F.2d 127, 60 U.S. 
P.Q. 544 (C.C.P.A, 1944). 

62 Ex parte Ellis, U.S.P. 2,047,315 (Pat. Off. Bd. App. 1935); Ex parte Watt, 
63 U.S.P.Q. 163 (Pat. Off. Bd. App. 1942); Ex parte Rutherford, 63 U.S.P.Q. 
102 (Pat. Off. Bd. App. 1943); Ex parte Schroy, U.S.P. 2,361,322 (Pat. Off. Bd. 
App. 1944). 

63 Ex parte Rutherford, supra note 62. 

€4 Supra note 50. 
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A recent opinion of the District Court for the District of Columbia 
in a civil suit against the Commissioner of Patents, Shackell v. Watson,® 
is apparently the only case which holds unequivocally that if an ap- 
plicant claims two substances in a Markush group and one appears in 
the art, the applicant may not narrow his claims and disclosure to avoid 
the reference. In this case, claims directed to a germicide comprised 
of a phenol plus an ester of an aromatic or non-aromatic acid were 
narrowed after citation of a reference showing the composition con- 
taining an aromatic ester. The court indicated as a matter of law that 
the applicant’s original statement is, in view of the reference, sufficient 
basis for rejecting the narrowed claim. 


C. Situations in Which Markush Group Limitations Have Been Ap- 
proved 


Despite decisions such as those just discussed, certain circumstances 
have long been recognized as justifying the limiting of a Markush group 
without any showing whatever being made as to the distinctive proper- 
ties of the limited group in relation to the larger one. Where one mem- 
ber of a Markush group of metals was anticipated by a reference not a 
statutory bar, and applicant swore back of the reference, voluntary 
limitation of the Markush group to exclude the member shown in the 
reference was held proper.®* Limitation of a Markush group to exclude 
a species already patented to applicant, and thereby avoid a double 
patenting situation, is also proper,®’ as is limitation to exclude an in- 
operative species. Furthermore, when none of the implied equivalents 
is shown in the art, applicant may voluntarily limit his claimed Markush 
group to a smaller group of substances than those disclosed.® Loss 
of an interference in which only one species from a Markush group is 
involved permits the loser, in the absence of any disclosure of other 
group members by either the winning party or the prior art, to cancel 
the member lost in the interference from his Markush group.” When 
the entire Markush group is anticipated by a reference not a statutory 
bar and applicant’s foreign priority case shows only one member, ap- 
plicant may cancel the rest of the Markush group and limit himself 
to the member for which he has established priority.” 


oa 249 (D.D.C. 1957), aff'd, 258 F.2d 410, 116 U.S.P.Q. 558 (D.C. 
ir. 1958). 

66 Ex parte Dean, 38 U.S.P.Q. 499 (Pat. Off. Bd. App. 1938). 

67 Ex parte Frey, 53 U.S.P.Q. 391 (Pat. Off. Bd. App. 1941). 

68 Ex parte Rubinstein, 81 U.S.P.Q. 448 (Pat. Off. Bd. App. 1948). 

69 Ex parte Scrutchfield, 66 U.S.P.Q. 368 (Pat. Off. Bd. App. 1944). 

70 Ex parte Cutler, 65 U.S.P.Q. 289 (Pat. Off. Bd. App. 1945); Ex parte Clifford, 
83 U.S.P.Q. 475 (Pat. Off. Bd. App. 1948). 

71 In re Kaase, 140 F.2d 1016, 60 U.S.P.Q. 565 (C.C.P.A. 1944). 
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There remains a group of Board of Appeals decisions, of which the 
leading case is Ex parte Shelton,’* in which cancellation of a member 
from a Markush group because of that member’s being known in the 
prior art was specifically approved, the equivalence of the anticipated 
substance to the other members of the Markush group being neither 
known nor obvious, except by reference to applicant’s disclosure. The 
rationale** of these cases is that the underlying purpose of the patent 
system is to encourage full disclosure to the general public of ad- 
vances in the various arts so that with the public knowledge kept both 
complete and timely, further invention will be fostered. An inventor 
who makes a full disclosure is, in return, given a limited monopoly on 
his invention. If an applicant discloses that two or more substances 
possess functional equivalence that is neither known nor obvious, and 
one of the substances is anticipated by the art, why should applicant 
be refused a patent if he cancels the anticipated member? Clearly, he 
would have had no trouble obtaining a patent grant had he omitted the 
prior art member from his original disclosure. The art has received a 
contribution; it has been taught additional new and unobvious ways of 
achieving a particular result. Is not the net effect of refusing this 
applicant a patent to penalize him for essaying to make a full dis- 
closure and, at least in part, to frustrate the very purpose of the patent 
system? So it is that these cases hold that under this set of circumstances, 
amendment of claims and specifications to cancel all mention of the prior 
art substance should be freely permitted, and applicant’s claims should 
then be tested against the prior art.”* 


V. Tue Rurr DEcIsIon 


It must be emphasized that the last-mentioned group of cases, while 
representing a noteworthy trend of thought, are not in accord with the 
most prevalent practice in the Patent Office in recent years.”* On the 


172 Ex parte Shelton, 49 U.S.P.Q. 36 (Pat. Off. Bd. App. 1940); Ex parte Manor, 
71 U.S.P.Q. 271 (Pat. Off. Bd. App. 1945); Ex parte Fein, 81 U.S.P.Q. 73 (Pat. 
Off. Bd. App. 1948) ; Ex parte Ancrum, 91 U.S.P.Q. 301 (Pat. Off. Bd. App. 1951) ; 
Ex parte Johnson, 94 U.S.P.Q. 396 (Pat. Off. Bd. App. 1951). By content alone, 
Ex parte Rutherford, supra note 62, could also be grouped here, but it has not been 
because of the misleading statement therein that limitation of the group to a single 
member takes it out of the Markush practice. 

73 See Wolffe, Rejection Based Solely on Applicant’s Teaching of Equivalency, 
32 J. Pat. Orr. Soc’y 257-67 (1950). 

74 See also Note, Use of Applicant's Own Teaching of Equivalency to Reject 
Claims, 17 Geo. WasuH. L. Rev. 530-37 (1949); Note, The Use of an Applicant's 
Disclosure of Equivalency in Refusing Patent Protection, 22 Gro. Wasu. L. Rev. 
699-710 (1954). But see Levin, Equivalency in a Specification, 31 J. Pat. Orr. Soc’y 
898-914 (1949). 

7 Brief for Appellee, pp. 23-26, In re Ruff, 256 F.2d 590, 118 U.S.P.Q. 340 
(C.C.P.A. 1958). 
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contrary, the Patent Office practice of recent years is most closely 
exemplified by the holding in Shackell v. Watson," discussed supra. 
Furthermore, so little attention was paid to the Ex parte Shelton™ type 
of holding that neither of the two fairly comprehensive articles’® survey- 
ing the Markush practice so much as mentions or comments on this line 
of decisions. Therefore, although the Court of Customs and Patent 
Appeals, in deciding In re Ruff,’® failed to enunciate a completely new 
view of the law, it reversed a massive trend of thought. 

The claims here in suit were directed to a polyphosphate detergent 
composition containing as tarnish inhibitors certain mercapto-oxazoles, 
-oxazolines, -thiazoles, or -thiazolines. Originally the corresponding 
amino-oxazoles, -oxazolines, -thiazoles and -thiazolines had been included 
in the Markush group of tarnish inhibitors. The use of the amino com- 
pounds, however, was found to be anticipated by the prior art, and 
applicant then cancelled all reference to them from his case. The 
amended claims were then rejected as being unpatentable over the 
reference in view of applicant’s own disclosure of equivalence, and the 
assertion was made that the rejection was proper under the legal doctrines 
of In re Borcherdt® and In re Ayres.*1 The court pointed out at some 
length that the Borcherdt opinion has been greviously misinterpreted; 
moreover, in a separate concurring opinion,* the judge who wrote the 
Borcherdt opinion specifically negated having any intention to start or 
foster the doctrine attributed to that case. The court also discussed and 
differentiated the line of decisions exemplified by In re McKee,®* saying: 
“Even though a reference is not produced to show an equivalence which 
is in fact art-recognized or obvious, the applicant’s own express recogni- 
tion of it may be a sufficient basis on which to refute his subsequent 
argument that equivalence does not exist.” ** The court considered the 
“Ayres doctrine” as being applicable to the structural equivalent Markush 
group but not to one made up of functional equivalents only, and ac- 
cordingly deemed the Ayres doctrine to be of limited applicability in 
view of present official Patent Office sanction of the functional equivalent 
Markush group.*> The Shelton line of decisions was cited with ap- 





76 Supra note 65. 

17 Supra note 72. 

78 Rosa, Outline of Practice Relative to Markush Claims, U.S. Department of 
Commerce, Patent Office, 1956 Revision; Subcommittee on Chemical Practice, 
Michigan Patent Law Assn., Markush Claims, 37 J. Pat. Orr. Soc’y 164-237 (1955). 

79 256 F.2d 590, 118 U.S.P.Q. 340 (C.C.P.A. 1958). 

30 Supra note 47. 

81 Supra note 60. 

82 In re Ruff, supra note 79, at 600, 118 U.S.P.Q. at 349. 

83 See note 40 supra. 

84 In re Ruff, supra note 79, at 597, 118 U.S.P.Q. at 346. 

85 Brief for Appellant, pp. 23-29, In re Ruff, supra note 79. 
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proval, and it was indicated® that the court regarded the statutory test 
of invention embodied in 35 U.S.C. § 103 as being the overriding con- 
sideration with respect to the issue of patentable equivalents, as with 
respect to other issues of patentability. 

The Ruff decision is momentous not for its enunciation of any new 
legal doctrines, but for the clarification and coherence it brings to a 
field overcrowded with “doctrines” all in need of a comprehensive 
judicial review. 


VI. EFFects oF THE RuFF DECISION ON MARKUSH PRACTICE 


The Ruff case, as has been emphasized, is remarkable only in that it 
approves what had been a minority view within the Patent Office. 
Nevertheless, certain established “practice” within the Patent Office 
necessarily is altered by it. 


A. Patentability in General 


As to general questions of patentability, it is clear that if a Markush 
group is made up of structural equivalents only, the reasoning of In 
re Ayres*" applies, so that if a reference is found for one member of 
the group, that reference applies even though the group be limited to 
exclude the anticipated member. This is because structural equivalence is 
obvious to one of ordinary skill in the art; thus, such a rejection can 
only be negated by a showing of actual non-equivalence, i.e., a showing 
of unobvious and unexpected properties for the members of the limited 

roup. 

If the Markush group is made up of functional equivalents, the situa- 
tion becomes more complicated. It is self-evident that if the prior art 
teachings are such that the functional equivalence of the group members 
in applicant’s claimed function is actually shown, the claims are fully 
met and the rejection cannot be overcome. Similarly, if the prior art 
teachings are so close to applicant’s claimed subject matter that the 
functional equivalence would be obvious to one of ordinary skill in the 
art, as, for example, where the reference shows the use in applicant’s 
claimed combination of homologs or isomers or other compounds closely 
related to applicant’s group members, the rejection is proper and it can 
be overcome only if applicant can show that his group members produce 
a result in the combination claimed which differs in kind from that 
achieved with the reference compounds. Under the Ruff decision, if ap- 
plicant can make such a showing for one or more of his group members, 
but not all, he is then entitled to claim the limited group. 


86 In re Ruff, supra note 79, at 598, 118 U.S.P.Q. at 347. 
87 Supra note 60. 





oo 


_ Ne 





oneal -_ 








EDITORIAL NOTES 345 


If the prior art teachings are such that applicant’s group members 
are all known equivalents in a combination other than the one claimed, 
and one or more of them are also shown by the art to have been used 
in applicant’s combination, rejection is proper. This reasoning, of course, 
also applies when the art teachings fail to fully show the recited elements, 
but are clear suggestions to one of ordinary skill in the art to try the 
variation. However, applicant may overcome the rejection as to a limited 
group of members not shown to be anticipated in his claimed combina- 
tion if he can show that these members of his original Markush group 
achieve in his combination a result different in kind from that achieved 
by the fully anticipated members of his original group. 

A third situation arising under the functional equivalent Markush 
claim is that in which all the group members are shown by the art 
to be equivalent in a combination different from applicant’s but there 
is neither a clear teaching nor a hint of their use in applicant’s com- 
bination. Here the rejection is proper only if the two uses are “analogous” 
—i.e., if the substitution would readily occur to one of ordinary skill 
in the art. Such a rejection, if properly made, cannot ordinarily be 
overcome. 


B. Restriction and Election of Species 


Restriction*® among the various members of a Markush group has 
never been proper. This is primarily because the Patent Office has 
sedulously subscribed, even after officially recognizing the functional 
equivalent Markush claim, to the fiction that all Markush groups were 
subject to the practice devised for structural equivalent Markush claims. 
This, of course, meant that the group members were all considered to 
be unpatentable over one another, a hypothesis which clearly negates 
the possibility of their embracing more than one invention. 

But the Ruff decision effectively sweeps away the accepted fiction, 
by pointing out that if Markush claims are not directed to compounds 
per se, the group members are presumably functional, rather than struc- 
tural, equivalents, and then adding that in such event full anticipation 
of one group member by prior art does not affect the patentability of 
the others. Additionally, it has been held that even if two or more 
substances, each able to perform a certain function in a certain com- 
bination, could be joined in a functional equivalent Markush group, there 
is no reason why they must be so joined.® It is therefore evident that the 





88 “Restriction” as here used does not include election of species as practiced be- 
fore In re Herrick, 115 U.S.P.Q. 412 (Comm’r. Dec. 1957). 
89 Ex parte Lytle, 109 U.S.P.Q. 154 (Pat. Off. Bd. App. 1955). 
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members of a functional equivalent Markush group are patentably dis- 
tinct, in the sense that they are patentable over one another. 

With this in mind, it is pertinent to point out that a requirement for 
election of species is a requirement for restriction” under recent changes 
in Patent Office practice. Such a requirement is now ordinarily made* 
only if the species will support separate patents, and once the require- 
ment is made and applicant then covers non-elected species in separate 
cases, the claims of the additional patents are not, by statute,®? subject 
to rejection over the claims of the parent case on the ground of double 
patenting.®* 

It is at once evident that there may be conflict between the present 
election of species practice and the functional equivalent Markush claim. 
As matters stand, the Patent Office could conceivably require an election 
of species among the various members of a functional equivalent Markush 
group, assuming that there were species claims under the Markush claim. 
The applicant would then be forced to file a separate case to cover each 
member. If such a practice should gain headway, the net effect would 
be to destroy the functional equivalent Markush group and return 
Markush practice to the doctrine of Ex parte Palmer. Surely the benefits 
of Markush claiming to the applicant are sufficiently great that the latter 
course is highly undesirable. 

Markush claiming and election of species are procedural devices, 
whose regulation is within the discretion®* of the Commissioner of Pat- 
ents. The resolution of the conflict is, therefore, in his hands. An obvious, 
and compellingly attractive, solution would be to expressly exempt the 
members of Markush groups from being subject to any restriction among 
the group members. 


C. Double Patenting 


Double patenting situations likely to arise in Markush practice are 
apparently governed by existing decisions. Even under previous practice 
it was held proper for one of a group of functionally equivalent sub- 
stances to be claimed in a separate case from the case disclosing the 


90 In re Joyce, 115 U.S.P.Q. 412 (Comm’r. Dec. 1957) ; In re Herrick, supra note 
88. 


91 Jn re Herrick, supra note 88. 

92 35 U.S.C. § 121 (1952), last sentence. 

93 In re Joyce, supra note 90. For an example of previous treatment of the same 
situation, see In re Doll, 175 F.2d 583, 82 U.S.P.Q. 188 (C.C.P.A. 1949). 


9435 U.S.C. §6 (1952) says, “He [the Commissioner] may, subject to the ap- 
proval of the Secretary of Commerce, establish regulations, not inconsistent with 
law, for the conduct of proceedings in the Patent Office.” 
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equivalence so long as the claims were so drawn that neither set was 
readable upon those in the other case. 


Furthermore, it is clear from the Ruff opinion that the actual holding 
of the Borcherdt case is still a valid one. Thus, where applicant teaches 
the equivalence of a group of substances in one case and he then im- 
proves upon the process or composition in which they are used, he may 
not properly file a separate case for each of the equivalents in the im- 
proved combination for the reason that they are not patentably distinct. 
Though the Borcherdt decision actually pertains to structural equivalents, 
the principle appears to be equally valid when known functional equiva- 
lents are involved, since once their equivalence in the combination is 
established, the routinely skilled practitioner in the art would ordinarily 
find it an obvious expedient to try them all in an improved combination. 


D. Interference 


It is obvious that there is no problem in setting up an interference 
between applications containing overlapping claims of the Markush 
type, or in which the species claims of one case fall within the Markush 
group of another, since the Patent Office is empowered to suggest to 
each applicant a claim patentable to and fully supported by both parties. 


When an application and a granted patent contain overlapping claims, 
and the application does not contain full support for the Markush group 
of the patent, the situation is governed by Rule 205 of the Patent Office 
Rules of Practice** which permits copying claims from a patent with 
immaterial limitations excluded when an interference in fact exists be- 
tween the application and the patent. It has been proposed®’ that if 
the applicant cannot make a patented Markush claim, interference 
should be permitted on a limited claim, the remedy if the patentee loses 
being reissue®* of his own suitably modified claim.* With respect to 
the functional equivalent Markush group, where the group members 
may each be patentably distinct, this practice might indeed be feasible, 
for patentee would need only to show that he had mistakenly believed 
himself to be the first inventor of the lost subject matter, and would 


95 Ex parte Frey, 53 U.S.P.Q. 391 (Pat. Off. Bd. App. 1941). 

%6 Teeter v. Ralston, 99 U.S.P.Q. 169 (Comm’r. Dec. 1950); Commissioner’s 
Order of April 5, 1954 reprinted in 37 J. Pat. Orr. Soc’y 220 (1955). See also 22 
Gro. Wasu. L. Rev. 627 (1954) and discussion in 37 J. Pat. Orr. Soc’y at 210. For 
earlier history of the question, see Cooke, Note on Interference Practice, 22 J. Part. 
Orr. Soc’y 230 (1940). 

97 22 Geo. Wash. L. Rev. 627 (1954). 

98 35 U.S.C. $§ 251-52 (1952). 


% But see 35 U.S.C. § 135 (1952), third sentence, which must be considered in 
such a situation. 
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be under no burden to swear back of the winning party’s date as to group 
members not disclosed by the winning party. 

As to whether the reduction to practice of a single member of a 
Markush group of functional equivalents is sufficient basis for an award of 
priority on the group, there is no case directly in point. It is well 
settled as to true generic claims, which claims of course pertain to 
substances that are structural equivalents, that reduction to practice of 
a single species is sufficient basis for an award of priority on the whole 
genus. Under the Ruff decision this cannot logically be considered 
to apply to more than the species per se when dealing with functional 
equivalent Markush groups. Ellis v. Speight! indicates that a con- 
structive reduction to practice of one functional equivalent from a 
claimed Markush group is insufficient to shift the burden of proof. It 
it thus logical to prognosticate that priority for each member of such 
a group should be determined individually. 

In regard to the situation after interference, existing case law ap- 
parently governs. In Ex parte Cutler, it was held that applicant, after 
having lost one species from a Markush group of synthetic rubbers in 
an interference proceeding, was still entitled to the remaining members 
of the Markush group inasmuch as he swore back of the winning party’s 
date as to those members. This case was evidently decided on equitable 
grounds, the rationale being that the losing party, having actually been 
first as to every species but the one in the interference proceeding, would 
be greatly wronged by being allowed nothing. With the functional 
equivalent Markush claim, however, as is indicated in Ex parte Clifford,'* 
there is in the same situation as that of the Cutler case no need to swear 
back of the winning party’s date because the members of the group 
are patentably distinct. These decisions would indicate that somewhat 
more lenient treatment has been given to cases which have been in 
interference than to cases in which there was a mere issue of patentability 
over prior art, and they point up the prevalence of confusion on the 
subject of Markush claim treatment. 

In the event of a split award of priority, the obvious solution with 
functional equivalents is to allow each party to claim that subject 
matter for which he is the first inventor. Should a patentee be awarded 
priority as to some members of his group and not as to others (assuming 
that priority is individually determined in an interference involving 
the entire group), a possible remedy is the reissue procedure discussed 
above. 


100 McBurney v. Jones, 104 U.S.P.Q. 115 (Comm’r. Dec. 1953). 
101 23 J. Pat. Orr. Soc’y 153 (Pat. Off. Bd. App. 1941). 

102 65 U.S.P.Q. 289 (Pat. Off. Bd. App. 1945). 

103 83 U.S.P.Q. 475 (Pat. Off. Bd. App. 1948). 
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VII. Liticative ASPECTS OF THE FUNCTIONAL EQUIVALENT 
MarkusH CLAIM 


Very few cases have been decided involving the validity of claims con- 
taining a Markush group narrower than the one originally presented. 
In Kissock v. Duquesne Steel Foundry Co.,* a reissue patent for a 
process of alloying steel with molybdenum was held invalid for the 
reason that the original patent had disclosed and claimed molybdenum 
to be an equivalent in the claimed process to tungsten, chromium and 
vanadium, all of which were old in the art for this purpose. The 
language of the court is somewhat difficult to reconcile with the 
statutory provisions on reissue patents,’ which specifically provide for 
reissue where the patentee inadvertently claimed more than he had a 
right to, for the language indicates that Kissock’s reissue patent is invalid 
by reason of Kissock’s original patent, applied as prior art. This theory, 
if accepted, leads one to question whether all narrowed reissue patents 
are not, in the absence of some showing of inoperability or non-equiva- 
lence of the eliminated subject matter, invalid, and whether the section 
of the statute providing for them is usually misapplied. 


The only other adjudicated case which was found involving a similar 
issue is easily differentiated.‘ In this case, a patent claiming aerating 
whipped cream with nitrous oxide was held invalid on the ground that 
its abandoned parent case, of which it was a continuation-in-part, claimed 
aerating with either nitrous oxide or carbon dioxide, and that the art 
showed both gases to be old in aerating soft drinks, ice cream and milk 
beverages. Though carbon dioxide was indicated to produce a slightly 
less pleasant taste in the product, no different result was shown to 
accrue from the use of nitrous oxide. Furthermore, the plaintiff owner 
of the patent admitted at the trial that the use of carbon dioxide in 
whipped cream was uninventive. It appears that this result could have 
been reached even without considering patentee’s parent case, since the 


104 37 F.2d 249 (3d Cir. 1929). 

105 “When he included them in his original patent he made them a part of the 
art of his process, even if they had not been there before, and when he 
surrendered his original patent he left three of them in the art still connected 
with the process he had patented in respect to them and had abandoned. There- 
fore we are constrained to look upon tungsten, chromium and vanadium with 
an eye to what had been done with them in the art, and what Kissock himself 
admits had been done by himself and others, for if Kissock’s process, which 
under his original patent applied to all of them, had already been practiced 
with respect to three of them—tungsten, chromium and vanadium—they 
constitute an art which, if not precisely prior art, is certainly a kindred art 
that, in the circumstances, cannot be overlooked in determining whether 
Kissock’s reissue process was novel and involved invention in view of that 
art.” Id. at 251-52. 

106 Rey. Stat. § 4916 (1875), now codified in 35 U.S.C. §§ 251-52 (1952). 


107 Aeration Processes, Inc. v. Walter Kidde & Co., 79 U.S.P.Q. 251 (2d Cir. 1948). 
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references established nitrous oxide as being a well-known aerating agent 
and showed its use as such in ice cream and milk beverages, both so 
closely related to whipped cream that the transition would readily 
occur to any artisan. The parent case and the plaintiff's admission that 
the identical use of an art-recognized equivalent was not inventive are 
merely further indicia of lack of invention and are but cumulative in 
their effect. 

The problem of the validity of a Markush claim, some but not all of 
whose members are anticipated, has also been treated in an article by 
a former member of the Patent Office Board of Appeals,’°* who views 
the functional equivalent Markush claim as being an “alternative” claim.’ 
He points out that courts have repeatedly sustained a patentee’s right 
to amend an “alternative” claim containing an anticipated “alternative” 
prior to or during suit by disclaimer of the anticipated “alternative” so 
that the claim then defines only novel subject matter. While this view 
appears admirably suited to handle the functional equivalent type of 
Markush claim, the cases employing it were all decided before 1900, 
long prior to Kissock v. Duquesne Steel, which apparently ignores 
this doctrine in the same type of fact situation, and which may be 
considered to represent a modern view. 

It has been suggested that the infringement problems in this area 
could be greatly simplified by encouraging freer Markush claiming, 
thereby reducing the need for resorting to the doctrine of equivalents 
in chemical cases.1° While this may be an overly optimistic viewpoint, 
certainly freer use of the functional equivalent Markush claim should 
increase the inclination of courts to strictly interpret claims in the 
situation where a generic disclosure has been made but only the demon- 
stratedly operative specific embodiments have been claimed in a Markush 


group. 
VIiI. Conctusions 


In harmony with the present-day drive for procedural reform where- 
by form is placed in proper perspective with substance, the Patent 





108 Richard, Infringement of a Markush Claim, 23 J. Pat. Orr. Soc’y 529 (1941). 


109 Actually this view is shared by numerous writers, examiners, judges, etc. 
The term has been herein avoided because the semantics of “alternativeness” are 
deemed somewhat complicated and misleading. A true generic claim may, in the 
chemical arts, cover thousands of compounds and—looking to its substance rather 
than its form—it is truly far more alternative than a claim naming two substances 
and containing the disjunctive “or”. Yet the latter is roundly condemned as failing 
to point out and distinctly claim the invention, while the former is freely permitted. 

110“An applicant should be entitled to adequately cover his invention and not be 
forced to rely upon the doctrine of equivalents for his proper protection.” Ex parte 
Markush, 1925 Dec. Com. Pat. 126, at 128; and see Note, The Doctrine of Equiva- 
lents Revalued, 19 Geo. Wasn. L. Rev. 491 (1951). 
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Office has so redefined the Markush group that its members, unless the 
claims in which they appear be directed to compounds per se, need ordi- 
narily only possess the common property of being operative in the 
combination or process in which they are claimed. The Court of Customs 
and Patent Appeals, in the Ruff case, has taken official cognizance of 
this redefinition, and in so doing has indicated that it of necessity alters 
the way in which the doctrine of equivalents is to be applied to the 
Markush claim. 

The Ruff decision, which is binding upon the Patent Office, sets 
out as a “doctrine of patentable equivalents” that actual equivalence of 
two or more entities, unless either art-recognized or of such character 
as to be obvious to one of ordinary skill in the art at the time of filing 
a patent application, is no bar to patentability. This not only serves to 
reconcile the doctrine of equivalents with the statutory test of invention 
embodied in 35 U.S.C. § 103, but it also effectively relegates to its 
proper role a much-abused rule of Markush practice, namely, that a 
reference for one member of a Markush group is a reference for the 
entire group under any and all circumstances. Thus, the latter rule, while 
valid in the area of the structural equivalent Markush claim, is utterly 
without force if the members of the Markush group are only functional 
equivalents. 

Clearly the substantive interpretation advanced in the Ruff decision 
as to how functional equivalent Markush claims are to be treated cannot 
be limited, and was not intended to be limited, to cases fitting the 
peculiar facts of the situation there present. Rather, it is incumbent 
upon the Patent Office to work out, where needed, rules for the ad- 
ministration of functional equivalent Markush claims which shall be 
commensurate with their substantive spirit and scope as elucidated by 
the Court of Customs and Patent Appeals. 

Unfortunately, the litigative aspects of the functional equivalent 
Markush claim are somewhat hazy. Although the doctrine of 
equivalents is of ancient origin, its judicial interpretation is generally 
in a state of flux. And specifically, in adjudicating Markush claims courts 
have made no clear distinction between an art-recognized or obvious 
equivalence and one both unknown and unsuspected, except to the 
inventor, prior to his patent application. Moreover, adjudications of 
Markush claims on any issue of equivalence have been few and apparent- 
ly somewhat confused. 

It can only be pointed out that the inherent behavioral unpredictability 
of chemicals has always demanded that the application of the doctrine 
of equivalents thereto be somewhat limited. It seems only reasonable that 
the courts should take judicial cognizance of this in construing the 
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validity of Markush claims. Surely the federal courts would be well- 
advised to consider the views advanced by the Court of Customs and 
Patent Appeals in the Ruff case when a similar question comes before 
them. 
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STATUTORY TREATMENT OF THE MODEL STATE 
TRADEMARK BILL IN THE AREAS OF SERVICE MARKS 
AND CONFLICTING FEDERAL REGISTRATIONS 


Stanley Sacks* and James D. Stokes, Jr.** 


I. INTRODUCTION 


The recent adoption by the State of Virginia’ of a statute based on 
the Model State Trademark Bill? is an indication of the growing recogni- 
tion of the need for uniform state legislation in the field of trademark 
registration.* Since the Model Bill was approved in 1950 by the National 
Association of Secretaries of State* and by the Drafting Committee of 
the Council of State Governments for the purpose of promoting uniform 
state trademark registration laws,° twenty-one states have enacted trade- 
mark statutes based upon the Model Bill provisions. While two of 
these states have adopted the Model Bill in toto,’ the remaining nineteen 
states have modified, deleted or added to its various provisions.*® 


* Member, The George Washington Law Review; B.S. 1954, Queens College. 

** Member, The George Washington Law Review, 1957-58; B.E.E. 1953, Tulane 
University; J.D. 1958, The George Washington University Law School; Member, 
Virginia State Bar. 

1 Va. Cope Ann. §§ 59-189.2 to 189.17 (Supp. 1958). 

2 Hereinafter referred to as the Model Bill. Copies of the Model Bill are available 
on request at The United States Trademark Association, 6 East 45th St., New 
York 17, N.Y. 

3 See Liddy, The Problem of State Trade-Mark Registration, 39 TrapEMARK 
Rep. 667 (1949). 

4 See the “Interpretive Statement” for An Act To Provide For The Registration 
and Protection of Trade-Marks, available from the United States Trade-Mark 
Association. 

5 Groen, Recent Changes in State Trademark Statutes, 47 TRaDEMARK REP. 679 
(1957). 

6 Ark. Stat. ANN. §§ 70-526 to -538 (1957); Coto. Rev. Stat. ANN. §§ 141-1-1 
to -1-13 (1953) ; Fra. Strat. §§ 495.01-.14 (1957) ; Ga. Copz Ann. §§ 106-101 to -115 
(1956); Inu. Rev. Strat. ch. 140, §§ 8-27 (1957); Inp. Ann. Strat. $$ 66-130 to 
-145 (Supp. 1957); Kan. Gen. Strat. §§ 81-111 to -123 (Supp. 1957); La. Rev. 
Stat. ANN. 51:211-:223 (Supp. 1956); Mp. Ann, Cope art. 41, $$ 90-103 (1957) ; 
Mic. Stat. ANN. §§ 18.638 (1)- -(14) (1957) ; Miss. Cove. ANN. $$ 4227-01 to -16 
(1956) ; N.Y. Gen. Bus. Law $$ 360-68(d); N.D. Rev. Cope §§ 47-2201 to 22213 
(Supp. 1957) ; Onto Rev. Cope Ann. §§ 1329.54-.68 (Page Supp. 1958); Pa. Star. 
ANN. tit. 73, $§ 12-26 (Supp. 1957) ; S.C. Cope $$ 66-171 to -187 (Supp. 1958) ; S.D. 
Sess. Laws, p. 336 (1955); Uran Cope Ann. §§ 70-3-1 to -3-17 (Supp. 1957); Vt. 
Laws, p. 133 (1957); Va. Copz Ann. §§ 59-189.2 to -189.17 (Supp. 1958); Wash. 
Sess. Laws, p. 874 (1955). 

7 Florida and North Dakota. 


8 The United States Trade-Mark Association assisted in the formulation of the 
Model Bill. Its position as to state trademark statutes which deviate from the Model 
Bill may be found in the Unritep STaTEs TRADEMARK Ass’N, STATE TRADEMARK 
CoMMITTEE ANNUAL Report For THE YEAR 1951-1952, which reads in part: 

“It was the consensus of the Committee that a ‘Model’ Bill should be what its 
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It is the object of this note to review briefly the purposes of state 
trademark registration statutes in general and to evaluate in detail the 
two areas of trademark registration which have received the most at- 
tention from the nineteen states that have changed the provisions of the 
Model Bill. The changes made by the states in these two areas will be 
compared with one another, with prior state statutes, with the Lanham 
Trademark Act of 1946,9 and with the Model Bill itself in order to 
determine the reasons for, and the extent of, these changes. 

One area singled out for detailed discussion is the registration of service 
marks. The state service mark provisions are, as will be shown, at least 
partially an outgrowth of federal service mark protection. The second 
problem area treated specially is the effect of a prior federal registration 
under the Lanham Act by another upon a registration under the state 
statute when there is no common ownership of the two marks. The 
conflict of federal and state statutes is a significant consideration which 
may adversely affect the state trademark owner’s rights if the Model 
Bill is strictly interpreted. These areas are significant since the impetus 
for these deviations has been provided by the overall interrelation between 
the Lanham Act and the state statutes. 


II. Srate TRADEMARK STATUTES IN GENERAL 


As a background for a discussion of the Model Bill and its modifica- 
tions, it is important to know the purposes of state trademark statutes 
and the protection afforded by them. 


A. Purpose. 


Traditional state trademark statutes are important additions to the pro- 
tection afforded by the common law. This is especially true for the 
purely intrastate users of trademarks who are unable to obtain national 
registration because their marks are not used in interstate commerce.'® 
However, these statutes, although enlarging the common law in some 
respects, have been principally declaratory of the common law of 
trademarks.1! Common law ownership rights in a trademark can only 
be acquired by actual adoption and use of the mark for the purpose of 


name implies, and in the interest of fostering legislation to enact good uniform state 
trademark registration statutes the Association should not take an inflexible position, 
provided that basically a state trade-mark registration bill is patterned after the 
“Model’ and its desirable features are preserved.” 
960 Stat. 427 (1946), 15 U.S.C. §§ 1051-72, 1091-96, 1111-27 (1952) [hereinafter 
referred to as the Lanham Act]. 
an Stat. 443 (1946), 15 U.S.C. §§ 1051, 1127 (1952); cases cited infra note 
11 RESTATEMENT, Torts, § 715, comment f at 557 (1938); 21 Ops. Att’y. GEN. 
Wisc. 123 (1932). 
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identifying the source or origin of the article to which it is attached.!? 
Mere state registration of a trademark is not enough to create an ex- 
clusive right to use the mark in the absence of true common law 
ownership.’* Further, a state registration does not abridge the existing 
or future common law rights of others which may be acquired by ap- 
propriation and use.’* The Model Bill in adhering to the principles of 
prior state and federal statutes,"* expressly requires that the applicant 
for registration be the owner of the mark,'® and further provides that 
“nothing herein shall adversely affect the rights or enforcement of 
rights in trademarks acquired in good faith at any time at common 
law.” 77 The extension of the common law made by state legislation 
is usually found in provisions for additional remedies and procedural 
advantages. 


B. Statutory Provisions Which Extend the Common Law Protection 
For Registered Marks. 


State statutes inherently provide a public record of claimed ownership 
rights in trademarks.’* In addition they may create remedies and 
punishments for infringement that are either declaratory of, or are 
cumulative and additional to, those recognized and applied by the com- 
mon law.’® For example, the Model Bill provides the additional remedy 
to state registrants of requiring destruction of all counterfeits or imita- 
tions in the possession or under the control of a losing party defendant 
in a suit.2° Penal remedies are also provided for by many states, one 
example of which is Pennsylvania, which penalizes an infringer one 
hundred dollars.2 New York, Georgia, Illinois and Massachusetts provide 
“anti-dilution” protection to prevent the use of the same mark for un- 


12 RESTATEMENT, Torts, § 719 (1938); Columbia Mill Co. v. Alcorn, 150 U.S. 
460, 463 (1893). 


13 The Coca-Cola Co. v. Stevenson, 276 Fed. 1010 (S.D. Ill. 1920) ; Bayuk Cigars, 
Inc. v. Samuel Schwartz, 1 F. Supp. 283, 14 U.S.P.Q. 132 (D.N.J. 1932) ; Pennsyl- 
vania Distilling Co., Inc. v. Transamerica Wine and Liquor Corp., 22 U.S.P.Q. 407 
(E.D.N.Y. 1934); O’Connor & Gordon, Inc. v. Handicraft Publications, Inc., 206 
Misc. 1087, 103 U.S.P.Q. 251 (N.Y. Sup. Ct. 1954). 


14 Filley v. Fassett, 44 Mo. 168 (1869) ; Harvey v. American Coal Co., 50 F.2d 832, 
10 U.S.P.Q. 26 (7th Cir. 1931). 


15 See 33 Stat. 724 (1905) ; 41 Stat. 533 (1920) (now the Lanham Act, supra note 
9). 


16 Model Bill § 3d. 


17 Model Bill § 13; See generally March, Judicial Interpretations of the Uniform 
State Trade Mark Law, 47 TRADEMARK Rep. 687. 


1821 Ops. Atr’y. Gen. Wisc. 123 (1932) ; RESTATEMENT, Torts § 715, comment 
f at 557 (1938). 


19 The Coca-Cola Co. v. Stevenson, 276 Fed. 1010, 1016 (S.D. Ill. 1920). 
20 See, e.g., Model Bill § 12. 
21 See, ¢.g., Pa. Stat. ANN. tit. 73 § 23 (b) (Supp. 1957). 
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related products.” At least one state follows the Lanham Act and pro- 
vides that registration may be prima facie evidence of exclusive owner- 
ship of the trademark.”* 

While the tendency in state legislation in recent years has been to en- 
large protection afforded the trademark owner, one noticeable exception 
is in the area of service marks. 


Ill. Service Mark ANALYsIS AND COMPARISON WITH THE CoMMON Law, 
THE Mopet BILL, AND THE INTERRELATION OF THE STATE MOopEL 
BILLs WITH THE LANHAM ACT 


The service mark, although recognized by the common law and 
specifically provided for under the Lanham Act, was omitted from the 
Model Bill. Many states, however, have modified the Model Bill so as 
to include service marks within their registration procedures. Such 
states have varied in their approach, both among themselves and with 
respect to the Lanham Act. 


A. Common Law Basis of Service Marks. 


It has long been recognized at common law that valuable rights can 
exist both in marks used to identify goods** and marks used to identify 
services.2® Accordingly, protection from unauthorized use by others 
has been granted to the owners of such marks by the courts.*7 The 
marks which identify services are a species of tradenames** and as such 
are protected under the law of unfair competition.*® One major distinc- 
tion between a common law trademark and a tradename is that the former 


22 See, e.g., N.Y. Gen. Bus. Law § 368 (c) 3; Derenberg, The Problem of Trade- 
mark Dilution and the Antidilution Statutes, 44 Ca.tr. L. Rev. 439 (1956). 


28 Uran Cope ANN. §70-3-5 (Supp. 1957). The presumption raised here is re- 
buttable, but it does place upon an alleged infringer the burden of initially going 
forward with the evidence. The Lanham Act, 60 Stat. 430 (1946), 15 U.S.C. § 1057 
(b) (1952), also makes registration prima facie evidence of ownership. Section 
4 of the Model Bill, however, does not create this presumption, but merely makes 
the certification of registration competent and sufficient proof of the registration. 

24N.H. Rev. Stat. Ann. §§ 350:1-17 (1955); Wusc. Strat. ANN. tit. 14, 
$$ 132.01-.20 (1957). 

25 See, e.g., RESTATEMENT, Torts § 715 (a), comment (b) (1938). 


26 See, e.g., RESTATEMENT, Torts § 716 (a) (1938); Little Tavern Shops v. 
Davis, 116 F.2d 903 (4th Cir. 1941). 

27 See, e.g., RESTATEMENT, Torts § 711 (1938) ; Piggly Wiggly Corp. v. Saunders, 
1 F.2d 572 (W.D. Tenn. 1924), modified on other grounds, 30 F.2d 385 (6th Cir. 
1924) ; Beneficial Industrial Loan Corp. v. Kline, 132 F.2d 520 (8th Cir. 1942). 

28 RESTATEMENT, Torts § 716 (1938): “A tradename is any designation which 
is adopted and used by a person to denominate goods which he markets or services 
— he renders or a business which he conducts, or has come to be so used by 

Fs 


29 Standard Paint Co. v. Rubberoid Roofing Co., 224 Fed. 695 (7th Cir. 1915). 
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is normally required to be affixed to the goods which it identifies,®° 
while the latter need only be associated with goods or services and have 
acquired special significance, i.e. secondary meaning, as the name there- 
of.8 Where a tradename is actually affixed to goods, however, it may 
in some cases be registered as a trademark under traditional trademark 
registration statutes,*? but this is not a pure service mark usage since 
affixation to goods is not a prerequisite for service mark usage. The 
first statutory registration of common law service marks was in the 
Wisconsin Act, as amended, in 1945.33 


B. Exclusion of Service Marks from the Model Bill. 


In order to understand the reasons for the exclusion of service marks 
from the Model Bill it is important to note the state and federal statutory 
service mark provisions which were in effect at the time of its adoption 
in 1950. 


The protection offered by Wisconsin in 1945 to service marks was 
limited to firm names and places of business which were appropriated 
to identify a service or business. These marks were registered as trade 
names, terms or designations,** rather than as service marks. The 1949 
New Hampshire trademark statute does not have an express provision 
for service mark registration but does have a classification listing for 
service marks*® and does register service marks thereunder. However, 
at the time of adoption of the Model Bill, owing to the short time since 
the enactment of the Wisconsin and New Hampshire statutes, little ex- 
perience had been had by either of these states in dealing with service 
mark registrations. 


Furthermore, the Lanham Act of 1946, which was the first statute to 
provide for the federal registration of service marks,®¢ did not provide 
specific criteria for determining what services and what service marks 
should receive this statutory protection®’ since it was felt that such 


RESTATEMENT, Torts § 718 (1938) ; Gray v. Armand Co., 24 F.2d 878 (D.C. Cir. 
1928). 

31 RESTATEMENT, TorTs $ 716 (b), comment (a) (1938). 

32 Tbid. 

33 Wisc. Stat. ANN. tit. 14, § 132.01 (1957) ; 34 Ops. Atr’y Gen. Wisc. 198. 

84 Wisc. Stat. ANN. tit. 14, § 132.01 (1957). 

35N. H. Rev. Stat. Ann., §§ 350.1-17 (1955); Thus, New Hampshire uses the 
device of merely listing service mark classes in its classification section, comparable 
to § 9 of the Model Bill. This, in the absence of a service mark definition, makes 
New Hampshire’s act indefinite as to registrable service marks. Classification listing 
including services available from the New Hampshire Secretary of State. 

36 Ropert, THE NEw TRADE-MARK MANUAL 40 (1947). 

87 Springfield Fire & Marine Insurance Co. v. Founders’ Fire & Marine Insurance 
Co., 115 F.Supp. 787, 793, 99 U.S.P.Q. 38 (N.D. Cal. 1953). 
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criteria must be formulated over the years by administrative and judicial 
decisions.®® 


As a result, the Model Bill limits registration to trademarks, which 
are defined as “any word, name, symbol, or device, or any combination 
thereof adopted and used by a person to identify goods made or sold 
by him and to distinguish them from goods made or sold by others.” *° 
It should be noted that while the Lanham Act has a similar definition 
of trademark, it also contains a specific provision for service marks.“ 
The Model Bill; like the New Hampshire Bill, contains no express pro- 
vision for service marks. Although, like the New Hampshire Bill, 
certain general classes for tangible goods are established, the fact that 
there is no provision for service marks as such, evidences an intention 
to exclude them. 


Because many of the Model Bill provisions are based on those con- 
tained in the Lanham Act, some writers feel the states should look to 
interpretations of the federal statute for aid in administering their own 
Model Bill statutes.44 Had the Model Act included service marks this 
would appear to be especially true in their case since such marks 
traditionally were not registered by most states and were, therefore, 
unfamiliar to state administrative personnel. They were not included 
however, even though the Lanham Act had been in existence at that 
time for three years. The reason for this omission stemmed from the 
belief that sufficient criteria defining service mark registrability under 
the Lanham Act had not yet been formulated by federal authorities 
so as to aid the states in uniformly interpreting their own statutes.*? 
This. belief probably still prevails in some states.4* However, seven 
states** have modified the Model Bill to afford registration to service 
marks. 


38 Ibid. 
39 Model Bill $ 1(a). 
40 60 Stat. 429 (1946), 15 U.S.C. $ 1053. 


41 See Freeman, Ohio’s New Trademark Act, 30 On10 Bar No. 15, 285, 292 (1957) ; 
See generally March, Judicial Interpretations of the Uniform State Trademark Law, 
47 TraDEMARK Rep. 687 (1957). The Wisconsin and New Hampshire Acts are of 
little value in aiding other state interpretations since the Wisconsin Act is extremely 
limited in scope and the New Hampshire Act is relatively indefinite in not providing 
express service mark provisions. 

( a and Groen, The New Illinois Trademark Act, 37 Cut. B. Rec. 445, 447 

1956). 

43 See New York State Legislative Document No. 65 (T) (1953), where at a 
Public Conference held on October 29, 1952, by the New York State Law Revision 
Commission on State Trade Mark Registration, Mr. Liddy said of a proposed service- 
mark provision at page 113: “Let’s have more experience with it under the Federal 
Act before we try to inject it into state action at this time. I am afraid it would be 
cumbersome and would place a great burden on the Secretary of State.” 


44 Colorado, Illinois, Ohio, Pennsylvania, Utah, Washington and Virginia. 
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C. Addition of Service Marks to the Model Bill by Seven States. 


Of the seven states which have added service mark provisions to the 
Model Bill, four states have done so by amendment.*® All but one of 
the seven adopted service mark provisions more than five years after 
the Model Bill was adopted in 1950.4° Two inferences may possibly be 
drawn from this. One is that the original reason for omitting service 
marks from the Model Bill, as discussed in the preceding paragraph, is 
no longer valid after eight or more years of Lanham Act administration 
in view of the existing body of federal precedent which can serve as 
an aid in interpreting such a provision.** 

Another inference is that six of these states may have recognized a 
pressing need for some type of statutory service mark protection and 
decided to provide this protection despite the absence of sufficient federal 
service mark experience upon which to rely for uniformity in interpreta- 
tion. Such a need may have been brought to their attention by the 
experiences of those owners of service marks who, although supplying 
services solely within the confines of one state, also cater to residents 
of other states who cross state boundaries. Such marks may become 
sectionally or even nationally known to the public*® and can be extremely 
valuable to the owner. Both the United States Patent Office*® and the 
Court of Customs and Patent Appeals™ have consistently denied registra- 
tion to such marks on the ground that they fail to meet the necessary 
use in interstate commerce required by the Lanham Act.®! These ad- 
verse decisions were made in some cases even though out-of-state agencies 
made arrangements for services®? to be given a traveler coming into 
the applicant’s state. It has been suggested that, as a result of these inter- 
pretations, many famous service marks will remain unregistered under 
federal law unless the Lanham Act is amended to bring about a wider 
range of registrable service marks.** 


45 Illinois, Ohio, Pennsylvania and Utah. 

46 Although Colorado provided service mark registration as early as 1951, the other 
states did not so provide until after 1955. 

47 See note 42 supra. 

48 For example, Bookbinder’s Restaurant in Philadelphia is known throughout 


the country for its restaurant and banquet services, for which it employs the name 
“Original Bookbinder.” 


49 Ex parte Atlantic Management Co., 94 U.S.P.Q. 417 (P.O. Exam’r in Chief 
1952) ; Ex parte Sleep, Inc., 96 U.S.P.Q. 193 (P.O. Exam’r in Chief 1953). 

“a g re Bookbinder’s Restaurant, Inc., 240 F.2d 365, 112 U.S.P.Q. 326 (C.C.P.A. 
] t 

5160 Stat. 417, 443 (1946), 15 U.S.C. $§ 1051, 1127 (1952). 

52 Note 49 supra. 

53 Derenberg, The Tenth Year of Administration of the Lanham Trademark Act 
of 1946, 47 TRADEMARK Rep. 879, 894 (1957). There are no proposed amendments 
to the Lanham Act which would allow such intra-state service marks to be registered. 
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Since these intrastate service marks exist, there appears a definite 
need for the state to afford service mark registration protection to 
its own businessmen. The fact that federal registration cannot be obtained 
has been noted by one author™ in approving the inclusion of a service 
mark provision in the Pennsylvania statute. 


D. Statutory Definitions of Service Marks in the Model Bill States. 


Among the seven states which have modified the Model Bill to provide 
for service mark registration there appear to be three service mark 
definitions. The first is found in the Ohio, Pennsylvania, Utah, Virginia 
and Washington statutes.** In all but Washington, the term “service 
mark” is actually used. For example, in Ohio the term service mark is de- 
fined as “a mark used in the sale or advertising of services to identify the 
services of one person and distinguish them from the services of others 
and includes without limitation the marks, names, symbols, titles, designa- 
tions, slogans, character names, and distinctive features of radio or other 
advertising used in commerce.” This statutory definition, hereafter re- 
ferred to as the Ohio provision, is the same as the Lanham Act defini- 
tion.57 

The second definition is found in the Colorado statute. It does not use 
the term “service mark” as such, but rather defines a “trademark” as 
being “any word, name, symbol, device or combination thereof which 
is used . . . to identify goods . . . sold or services rendered” (emphasis 
added) .58 


The third statutory definition is found in the Illinois statute where 
a service mark is defined as “anything adopted and used by a person to 
identify services rendered by him or with his authorization and which 
distinguishes them from services rendered by others.” (Emphasis 
added.) 


As might be expected, the differences in these definitions lead to 
differences in the nature of service marks which may be registered. 
While not all the state statutes have been judicially interpreted, some 


54 Seidel, A Critical Comparison Between The Federal and Pennsylvania Trade 
Mark Statutes, 28 Pa. B.A.Q. 44, 46, 47 (1956). 

55 Pa, Stat. ANN. tit. 73, § 12 (a.1) (Supp. 1957). 

56 Onto Rev. Cope ANN. § 1329.54 (f) (Supp. 1957); Pa. Stat. Ann. tit. 73, 
§ 12 (a.1) (Supp. 1957); Wash. Sess. Laws 1955, ch. 211, § 1 (4); Va. Cope ANN. 
§ 59-189.3 (Supp. 1958) ; Uran Cope Ann. § 70-3-1 (1.5) (1957). 

5760 Stat. 443 (1946), 15 U.S.C. $ 1127 (1952); see Onto Rev. Cope ANN. 
$ 1329.54 (f) (Supp. 1957). 


58 Coto. Rev. Stat. Ann. § 141-1-1 (1) (1953). At common law, the term trade- 
mark was only given to those marks which identified goods. RESTATEMENT, ToRTS 
$ 715 (a) (1938). 


59 In. Rev. Start. ch. 140, § 8(a) (1957). 
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understanding of their scope and meaning may be gained by a comparison 
of these definitions with the Lanham Act and the decisions thereunder. 


E. Comparison of State Model Bill Service Mark Provisions Among 
Themselves and with the Lanham Act. 


The first or Ohio provision, being identical to the Lanham Act, 
will probably be interpreted in accord with Lanham Act interpretations. 
However, there appears to be a wide difference between the Colorado, 
Illinois and Lanham Act definitions. 

The Colorado definition appears, on its face, to be more limited than 
the Ohio and Lanham Act provisions. For example, the Colorado serv- 
ice mark provision®** might not include slogans, designations and dis- 
tinctive features of radio or other advertising since these are not specifical- 
ly provided for as they are in the Ohio and Lanham Acts. 

However, it would seem that slogans, at least, would be registrable 
under this statute if Colorado adopts the rationale of some Lanham Act 
cases. The Lanham Act trademark definition for goods is identical to 
the Colorado service mark provisions. Since the Lanham Act has been 
interpreted as permitting trademark registration of slogans for goods, 
even though not specifically provided for,®? it seems reasonable to ex- 
pect an interpretation by Colorado permitting registration of slogans 
for both goods and services in the state. Of course, this problem never 
arises under the Lanham and Ohio Acts since they specifically include 
slogans in their service mark definitions. Further, following the Lanham 
Act trademark precedents, it would seem that under both the Ohio and 
Colorado Acts, slogans which do not perform the function of indicating 
origin,®* and those which are mere puffing,** would not be registered. 

As to designations and distinctive features of radio or other advertising, 
the Colorado courts possibly could find these terms inherent in the mark 
definition, when read in conjunction with another section of the statute, 
which defines service mark usage as “used in connection with the serv- 
ices rendered .. . .”® Although no state decisions have been found to 
this effect, the phrase “in connection with the services rendered,” is 
susceptible to a broader interpretation than the stringent requirement of 
identification of services found in the Lanham Act. It seems, by a 


60 60 Stat. 443 (1946), 15 U. S.C. § 1127 (1952). 

61 See note 58 supra. 

62 Ex parte Robbins & Myers, Inc., 104 U.S.P.Q. 403 (Comm’r Dec. 1955); Ex 
porte W. H. Hutchinson & Son, Inc. 111 U.S.P.Q. 244 (Comm’r Dec. 1956). 

63 Ex parte Carter Publications, Inc., 92 U.S.P.Q. 251 (Comm’r Dec. 1952). 

64 Ex parte Steak n Shake, Inc., 115 U.S.P.Q. 393 (Comm’r Dec. 1957). 

65 CoLo. Rev. Stat. ANN. § 141-1-1 (5) (1953). 

6 The statutory protection under the Lanham Act, upon which the Ohio pro- 
vision is based, is in all cases limited to those marks which are used in such a way 
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literal reading of the Colorado and Lanham Act provisions, that the 
Lanham Act requires a closer relationship between the use of the mark 
and the service rendered than does the Colorado statute. However, the 
Colorado courts may try to equate the two usage provisions to reach 
an accord between the state and federal statutes. Colorado, if it follows 
the Lanham Act practice as regards usage, may require as close a re- 
lationship between the service mark and the service as does the Lanham 
Act. Moreover, Colorado, in further attempting to provide uniformity 
between the Lanham Act provisions and its own, may interpret the term 
“device” in its service mark definition, to include designations and dis- 
tinctive features of radio and other advertising, despite the failure to 
specifically include them in the statute. In the absence of judicial de- 
cisions, it would seem that the Colorado usage requirement is more 
liberal, whereas the definition of the mark is narrower than the Lanham 
Act provisions. 

The third statutory definition, that of Illinois, is “anything adopted 
and used . . . to identify services. . . .”®* It is a broader provision than 
that of the Lanham, Ohio or Colorado Acts. Illinois, presumably, would 
avoid consideration of the problem of what can be used as a service 
mark®* so long as the mark is adopted for and used to identify the 
service and distinguishes it from the services rendered by others. 

Before leaving this comparison of state and federal service marks, one 
further area must be considered. This is the problem of registration of a 
service mark which identifies a service which is rendered in connection 
with the sale or distribution of goods by a service mark owner. 

Of the seven Model Bill states having service mark provisions only 
Illinois and Virginia specifically provide for registration of a service 
mark “whether or not the service be rendered in connection with the 
sale or distribution of goods of the owner. . . .”® These provisions 
may differ from the Lanham Act interpretations, under which a service 
mark is not registrable if it identifies a service which is merely incidental 
to the sale of its own merchandise.” Under the Lanham Act it has been 
held, for example, that a slogan used as the title of a radio program on 


that they acquire an association with the service, which enables them to perform 
a true trademark function of identification. Springfield Fire & Marine Ins. Co. v. 
Founders’ Fire & Marine Ins. Co., 115 F. Supp. 787, 99 U.S.P.Q. 38 (N.D. Cal. 
1953). 

67 Itt. Rev. Star. ch. 140, $ 8 (a) (1957). 


68 Allen and Groen, The New Illinois Trademark Act, 37 Cut. Bar Rec. 445, 447 
(1956). 

69 Va. Cope Ann. § 59-189.3 (7) (Supp. 1958). Accord, Int. Rev. Stat. ch. 140, 
§ 8(e)2 (1957). 

70 Ex parte Armco Steel Corp., 102 U.S.P.Q., 124 (Comm’r Dec. 1954) ; Ex parte 
Sun Oil Co., 110 U.S.P.Q. 320 (Comm’r Dec. 1956); Ex parte Wembley, Inc., 111 
U.S.P.Q. 386 (Comm’r Dec. 1956). 
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which phonograph records were played and advertised for sale was an 
incidental service mark and, as such, federal registration of the slogan 
was denied on the ground that the program was primarily designed to sell 
records as opposed to rendering an independent service."1 However, 
the Lanham Act has been interpreted so that a service mark may be 
registered if it concerns a bona fide service which is only incidentally 
related to the sale of goods.”* In fact, it has been said that there is 
nothing in the Lanham Act which prohibits a mark from being at the 
same time a service mark and a trademark.”* If Illinois and Virginia 
follow these decisions and require the service mark to be used mainly 
to identify the service, and only incidentally in connection with the sale 
of goods, there will be no conflict of interpretation among the states 
or with federal registration. The resultant uniformity should aid not 
only the state administrators, but service mark users as well. 


IV. Tue Errect or FEDERAL REGISTRATION BY ANOTHER UPON THE 
STATE REGISTRANT 


In discussing the area of conflicting state and federal registration, 
the supremacy of the Lanham Act in the field of trademarks must always 
be considered. The Model Bill’s recognition of this supremacy has led 
to problems when the state registrant appropriates a mark both before 
and after federal registration. In an attempt to avoid these problems 
several states have modified the Model Bill in this area. 


A. Supremacy of Federal Registration and Status Thereunder. 


Assuming that a service mark or a trademark conforms with the 
statutory requirements and is registered by a Model Bill state, such a 
mark may still be cancelled under the provisions of the Model Bill which 
recognize the supremacy of federal registration.** The Lanham Act 
declares that federally registered marks used in commerce are to be 
protected from interference by state or territorial legislation.** “Com- 
merce” is defined therein as being “all commerce which may lawfully 
be regulated by Congress.” "* Injunctive relief has been granted not 


71 Application of Radio Corp. of America, 205 F.2d 180, 98 U.S.P.Q. 157 (C.C.P.A. 
1953); See generally Ex parte Procter & Gamble Co., 97 U.S.P.Q. 78 (P.O. 
Exam’r in Chief, 1953). 

72 Ex parte Handmacher-Vogel, Inc., 98 U.S.P.Q. 413 (Comm’r Dec. 1953). 

73 Ex parte Greyvan Lines, Inc., 99 U.S.P.Q. 343 (Comm’r Dec. 1953). 

74 Model Bill § 8; See also Wolfies Rest. Inc. v. De Sapio, 153 N.Y.S. 2d 436,437 
(Albany Sup. Ct. 1956) which holds that the Secretary of State may not cancel a 
New York State registration until there has been a judicial finding of the existence 
of one of the cancellation conditions. 

75 60 Stat. 444 (1946), 15 U.S.C. $§ 1127 (1952). 

76 60 Stat. 443 (1946), 15 U.S.C. § 1127 (1952). 
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only against interstate users of trademarks, but also against intrastate 
activities that adversely affect the federal registrant’s interstate trade. 

The federal registrant enjoys a favored status under the Lanham 
Act provisions. Registration on the Principal Register is prima facie 
evidence of the owner’s right to use the mark in commerce,”® and this 
right may become incontestable.*® The prima facie nature of the federal 
registration, however, does not preclude a party opponent from prov- 
ing any legal or equitable defense or defect which might have been 
asserted if the mark had not been registered. 

One such defense is that of concurrent use of the mark in different 
geographical areas before registration. In general under the common law, 
the first party to appropriate a mark for specific goods within a particular 
locality or, possibly, economic area is entitled to its exclusive use as 
against one who later uses the same mark in the same locality on the 
same or related goods.*t Where, however, the subsequent use and 
appropriation has been in a different geographical territory or economic 
market from that exploited by the first user, the later use will not be 
enjoined if it was begun in good faith.6? Good faith is found when 
the subsequent appropriator had no knowledge of an earlier use by 
another,®* or when it appears that the mark was not adopted by him 
with some design inimical to the interests of the first user, such as to 
benefit from his reputation or to forestall the probable natural expansion 
of his trade.** Although these common law principles might not prevent 
the federal registration, i.e., if opposition proceedings are not set up, 
they may later be used as a defense in an infringement suit. 





77 National Tuberculosis Ass’n. v. Summit County Tuberculosis & Health Ass’n., 
122 F. Supp. 654, 101 U.S.P.Q. 387 (N.D. Ohio 1954); Farmers’ Educ. and Co-op. 
Union of America v. Farmers Educ. and Co-op. Union of America, Iowa Division, 
141 F. Supp. 820, 110 U.S.P.Q. 531 (S.D. Iowa 1956), aff'd sub nom., Iowa Farmers 
bg v. Farmers’ Educ. and Co-op. Union, 247 F. 2d 809, 114 U.S.P.Q. 382 (8th Cir. 
1957). 

78 60 Stat. 438 (1946), 15 U.S.C. § 1115 (a) (1952). 

7960 Stat. 438 (1946), 15 U.S.C. § 1115 (b) (1952). For purposes of this dis- 
cussion, the incontestability of a federal mark will not be considered, since the mark 
must be registered five years before it becomes incontestable, 60 Stat. 433 (1946), 15 
U.S.C. § 1065 (1952). 

80 60 Stat. 438 (1946), 15 U.S.C. § 1115(a) (1952). 

81 Adam Hat Stores v. Lefco, 134 F.2d 101, 56 U.S.P.Q. 393 (3d Cir. 1943) ; 
Atlas Beverage Co. v. Minneapolis Brewing Co., 113 F.2d 672, 46 U.S.P.Q. 395 
(8th Cir. 1940). 

82 Sweet Sixteen Co. v. Sweet “16” Shop, Inc., 15 F.2d 920 (8th Cir. 1926). 

88 United Drug Co. v. Theodore Rectanus Co., 248 U.S. 90 (1918). Hanover Star 
Milling Co. v. Metcalf, 240 U.S. 403 (1916). 

84 Bulova Watch Co. v. Steele, 194 F.2d 567, 92 U.S.P.Q. 266 (Sth Cir.) aff'd, 
344 U.S. 280 (1952); El Chico, Inc. v. El Chico Cafe, 214 F.2d 721, 102 U.S.P.Q. 
267 (5th Cir. 1954). 
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B. Model Bill Recognition of Federal Supremacy. 


The Model Bill recognizes the supremacy of the Lanham Act and 
provides in section 8(4)(e), for cancellation of the state registration 
if “the registered trademark is so similar, as to be likely to cause con- 
fusion or mistake or to deceive, to a trademark registered by another 
person in the United States Patent Office, prior to the date of the filing 
of the application for registration. . . .”®* Under an escape clause, 
however, if the state registrant can prove that the federal mark has 
been abandoned or that he owns a concurrent federal registration which 
covers an area including his state, his registration shall not be cancelled. 


(1). State Registrant’s Appropriation After Another Obtains a 
Lanham Act Registration. 


In considering a state registrant’s appropriation after another obtains 
a Lanham Acct registration it must first be determined whether the general 
defense of good faith appropriation is available to the state registrant. 
Prior to the enactment of the Lanham Act, it was generally held that 
a federal registration was not constructive notice of the registrant’s 
claim to any rights in the mark.’’ Such a registration was, therefore, 
of no help to its owner in proving the existence of knowledge, and thus 
possible bad faith, on the part of the subsequent appropriator.** The 
Lanham Act, however, expressly provides that registration of a mark 
on the Principal Register shall be constructive notice of the registrant’s 
claim of ownership.*® It has been argued that a Lanham Act registra- 
tion precludes anyone from subsequently becoming lawfully entitled 
to use a mark anywhere in the United States,®° and courts have generally 
indicated that this reasoning will be followed.®! It would appear, there- 
fore, that there can be no good faith appropriation after a federal 


85 Model Bill § 8 (4) e. 
86 [bid. 


87 Theodore Rectanus Co. v. United Drug Co., 226 Fed. 545 (6th Cir. 1915), aff’d., 
248 U.S. 90 (1918); General Baking Co. v. Gorman, 3 F.2d 891 (1st Cir. 1925), 
cert. denied, 268 U. S. 705 (1925); Griesedieck Western Brewery Co. v. Peoples’ 
Brewing Co., 149 F.2d 1019, 66 U.S.P.Q. 1 (8th Cir. 1945); Cloverdale Spring Co. 
v. Clover Club Bottling Co., 99 F. Supp. 356, 90 U.S.P.Q. 135 (D.R.I. 1951). 

88 See note 83 supra. 

89 60 Stat. 435 (1946), 15 U.S.C. § 1072 (1952). 


90 Browne, Territorial Scope and Effect of Federal Trademark Registrations, 44 
TRADEMARK Rep. 1357 (1954); Rosert, THE NEw Trape-MarK MANvAL 129, 130 
(1947). 


1 Sterling Brewing, Inc. v. Cold Spring Brewing Corp. 100 F. Supp. 412, 90 
U.S.P.Q. 242 (D. Mass. 1951), modified on rehearing, 92 U.S.P.Q. 37 (D. Mass. 
1952) ; Elcon Manufacturing Co. v. Elcon Manufacturing Co., 132 F. Supp. 769, 
102 U.S.P.Q. 217 (E.D.N.Y. 1955) ; Quality Courts United, Inc. v. Quality Courts, 
Inc., 140 F. Supp. 341, 109 U.S.P.Q. 92 (M.D. Pa. 1956). 
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registration and that the Model Bill is correct in effecting cancellation 
of a mark under such circumstances. Since the filing of an applica- 
tion for registration must, of necessity, follow the appropriation of a 
mark, the Model Bill provision requiring cancellation if the filing date 
follows a federal registration is sound. 


(2). Inconsistency Arising Upon State Registrant’s Appropriating 
Mark Before Another Obtains Lanham Act Registration. 


It seems obvious from the discussion, supra Section IV (A), that under 
the federal law the state registrant who has appropriated a trademark 
in good faith, before a federal registration is obtained by one who 
earlier appropriated the mark in a different geographical market, is 
not necessarily precluded from using his mark in the area in which he 
has built up a trade. Under the Model Bill, however, his right to have 
the mark preserved on the register would depend upon when he filed 
his application for state registration. Even though his good faith ap- 
propriation occurred prior to the issuance of a federal registration, his 
state registration would be cancelled if the application for it was made 
after federal registration.*? Since appropriation or ownership of a trade- 
mark is required before it may be registered under the Model Bill,®* 
it is possible for a federal registration to issue between the time of ap- 
propriation by the state user and his date of filing for a state registration. 
The state user would then be in the anomalous position of owning a 
valid mark within the state without being permitted the advantages of 
state registration. 

As noted previously, the Lanham Act permits concurrent registration 
of the same or similar marks to plural applicants when they have become 
entitled to use such marks as a result of their concurrent lawful use there- 
of in commerce, prior to any of the filing dates of the applications in- 
volved, and after determination that confusion, mistake or deceit of 
purchasers will not result from such use.** However, where the state 
registrant is purely an intrastate user, or where his good faith appropria- 
tion occurs after the filing date of another’s application for federal 
registration, he would not qualify for such a concurrent federal regis- 
tration. In many situations, then, the Model Bill escape clause will not 


92 Model Bill § 8 (4) e provides that a state registration shall be cancelled if it 
is similar “to a trademark registered by another person in the United States Patent 
Office, prior to the date of the —s of the application for registration by the regis- 
trant hereunder, and not abandoned . 

93 Model Bill § 3 (d) which iienileen: a statement from the applicant for registration 
that he “is the owner of the trademark and that no other person has the right to 
use such trademark in this state either in the identical form thereof or in such near 
resemblance thereto as might be calculated to deceive or to be mistaken therefor.” 


94 60 Stat. 428 (1946), 15 U.S.C. $ 1052 (d) (1952). 
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aid one whose good faith appropriation should entitle him to a state 
registration. This obvious injustice has been avoided in some states by 
modification of the Model Bill as will be discussed infra Section IV (C). 

However, if it could be assumed that the time of appropriation of a 
mark by the state user and his date of filing for state registration always 
occur in quick succession, there would probably be but few cases where 
the Model Bill would cancel a state mark whose continued use is sanc- 
tioned by federal law. This would be true since the filing date would 
fairly indicate the approximate time of appropriation, and would be 
helpful from the standpoint of eliminating the troublesome evidentiary 
problem of proving exactly at what time the state registrant legally 
appropriated, or became the owner of, the mark. It was, perhaps, this 
view which resulted in the particular wording found in the Model 
Bill provision in question. 

However, the validity of such an assumption is doubtful in view of 
the fact that a Model Bill registration does not afford any presumption 
of legal ownership.** Since a state registrant in a court proceeding must 
bear the initial burden of going forward with the evidence to prove 
his ownership, he has, perhaps, less incentive to register his mark im- 
mediately upon appropriation than does one who seeks registration under 
the Lanham Act.®* In a great many cases, therefore, a substantial period 
of time may elapse between the appropriation and the filing date of an 
application for state registration. Such a condition could result in sub- 
sequent loss of rights in the trademark to an intervening federal trade- 
mark registrant. Several states have amended the Model Bill so as to 
avoid these obvious injustices. 


C. Deviations from the Model Bill which Attempt to Safeguard Bona 
Fide State Registrants. 


The States of Colorado, Illinois®*® and Utah® have modified the 
Model Bill provision which cancels state registration if there has been 
a prior federal registration,’ while seven other states have omitted the 


95 Model Bill § 4 provides in part that a certificate of registration is admissible 
in evidence as proof of the registration. 


96 60 Stat. 438, 15 U.S.C. § 1115 (a) (1952) provides that a certificate of registra- 
tion shall be prima facie evidence of the registrant's exclusive right to use the 
registered mark in commerce. Thus, a state user’s main reason to seek immediate 
state registration would be a negative one, i.e. to avoid the possible inequities of $ 8 
(4) e of the Model Bill. 


97 Coto. Rev. Stat. Ann. § 141-1-8(10) (1953). 
98 Tut. Rev. Stat. ch. 140, § 16A (4e) (1957). 

99 Uran Cope Ann. § 70-3-10 (2)e (Supp. 1957). 
100 Model Bill § 8(4) e. 
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provision altogether.’*' These states deviating from the Model Bill may 
be grouped in three classes for purposes of discussion. 


(1). The Colorado and Illinois Statutes 


Recognizing the problems created by Section 8(4)(e) of the Model 
Bill, both Colorado and Illinois require cancellation of state registrations 
where the federal registration is based upon “an application filed prior 
to the date of the first use in the (or this) state . . .” by the state 
registrant.°? Unlike the Model Bill, these states properly recognize 
the date of the state registrant’s first use’? as being determinative of 
any rights he may have with regard to a federal registrant. Thus, where 
a good faith appropriation occurs before application by another for 
federal registration, the state registration would not be cancelled. Since 
the state registrant under federal law would not be enjoined from using 
his mark, the existence of the mark on the state register is proper. How- 
ever, any such appropriation which occurs after the federal filing date 
unequivocally results in cancellation of the state registration. 

One criticism may be raised against such unequivocal cancellation 
of state registration where the state owner’s appropriation occurred 
after the federal filing date. Since the Lanham Act in no way indicates 
that the mere filing of an application will qualify or limit the defenses 
which can later be asserted against a federal registration based on that 
application,’ it can be argued that the fact that the state applicant 
appropriated a mark in good faith after filing would not appear to be 
a proper basis for enjoining his use of the mark under federal law. This 
argument today, however, is not as strong as it formerly was. According 
to a recent change in the federal trademark rules, a trademark which is 
applied for under the Lanham Act is no longer confidential in nature 
until its time of publication. Therefore, a prospective user of a mark 
has the opportunity to ascertain the existence of such prospective trade- 
marks and to protect himself if he so desires. 

The Colorado statute in Section 141-1-8 (10) (b)? also requires can- 
cellation of the state registration if the federal registration is for a mark 


101 Indiana, Michigan, New York, South Dakota, Washington, Vermont and 
Virginia ; statutes cited note 6, supra. 

102 Coro. Rev. Stat. ANN. § 141-1-8 (10) a (1953); Inu. Rev. Srar. ch., 140 
§ 16A (4e) (1957). 

103 In the case of a technical trademark, the date of first use very often determines 
the date of appropriation. See New England Duplicating Co. v. Mendes, 190 F.2d 
415 (1st Cir. 1951). It seems probable that these provisions do intend that the 
phrase “first use” should have the same meaning as appropriation has in 60 Stat. 
443 (1946), 15 U.S.C. §§ 1127, 1051 (1952). 

104 60 Stat. 427 (1946), 15 U.S.C. §§ 1051-72, 1091-96, 1111-27 (1952). 

105 37 C.F.R. § 2-27 (1957). 

106 Coto. Rev. Stat. ANN. § 141-1-8 (10) b (1953). 
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which has not been “abandoned” and “which has been lawfully used 
in [the] state or has become known in [the] state as the mark of 
[the] United States registrant, prior to the first use in the state by the 
state registrant. . . .” The question raised by this provision concerns the 
interpretation to be given to the word “abandoned.” 

It is well settled at common law that priority of adoption determines 
the ownership of a mark within a particular geographical area or mar- 
ket.1°7 This principle, however, is not applicable where the first user 
has abandoned the mark and it no longer identifies his goods or services 
within the market.°° In such a case, a subsequent user may become the 
owner of the mark and the first user is not privileged to resume his 
use.’ Generally, abandonment is found where there is an actual intent 
to relinquish the ownership rights claimed in the mark,’° and under 
the Lanham Act, non-use of a mark for two consecutive years is prima 
facie evidence of abandonment.!™ 

Within a particular market or geographical area, then, an abandoned 
mark at common law may be appropriated by a subsequent user if the 
public no longer identifies the mark with the first user. A literal inter- 
pretation of the Colorado provision in question, however, would prevent 
such a subsequent appropriation by the state registrant and require can- 
cellation if the federal registrant, although having abandoned his mark 
in Colorado, still used it in a different geographical area. 

This provision should be compared with Section 141-1-8(9) of the 
Colorado statute which requires cancellation of the state registration 
if it confusingly “resembles a trade-mark registered in this state or a 
trademark or trade name previously used in this state by another and 
not abandoned in this state. . . .”"!? This provision is in accord with 
the common law. Difficulty can arise in interpreting Section 141-1-8(9) 
when the mark, although federally registered and actually used in an- 
other state, has been abandoned in Colorado. The literal reading of 
this section limits it to marks previously registered or used and not 
abandoned in Colorado and makes no reference to a mark which may 
still be in use in another state although abandoned in Colorado. As a 
result, Section 141-1-8(10)(b) may be held to be controlling in such 
a case, and as has been noted, a state user’s common law rights may be 
restricted. Since the Lanham Act apparently does not change the state 
common law in this respect, it can only be concluded that Section 141-1- 


107 See cases cited note 81, supra. 

108 RESTATEMENT, Torts § 752(1)a (1938). 

109 RESTATEMENT, Torts § 753 (1938). 

110 See Saxlehner v. Eisner & Mendelson Co., 179 U.S. 19 (1900). 
111 60 Stat. 443 (1946), 15 U.S.C. § 1127 (1952). 

112 Coto. Rev. Stat. ANN. § 141-1-8 (9) (1953). 
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8(10)(b) broadens the protection to a federal registrant over and above 
what would normally be given him under federal law, assuming, of 
course, that the state registrant appropriated the mark in good faith. 

The Colorado statute also provides that cancellation must be effected 
if the owner of the state registration adopted the mark with actual 
knowledge of its prior use by the federal registrant in another state 
when used upon the goods specified in the United States registration." 
This provision appears to create a conclusive presumption of bad faith 
when the facts are as above stated, although at common law mere know}- 
edge of another’s use was probably only evidence of bad faith." 


(2). The Utah Statute 


The Utah statute, which is similar to the Model Bill, requires cancella- 
tion of the state registration if the application has been filed subsequent 
to the date of a federal registration by another, unless there is a con- 
current federal registration of the mark.’* In addition to the concurrent 
registration escape clause, the Utah statute further forbids cancellation 
if the state registrant is “equitably entitled to use or has common law 
ownership” of the mark for an area comprehending the state.""¢ 

It is, therefore, apparent that Utah has recognized the inequities which 
can result from a literal interpretation of Section 8(4)(e) of the Model 
Bill. In determining the state user’s right to his mark, Utah has eliminated 
possible unfortunate results by effectively making paramount those 
criteria which are considered by federal law in this area, such as good 
faith appropriation upon which turns the question of ownership. Thus, 
a state registrant whose filing date for state registration is subsequent to 
a federal registration will not have his mark cancelled if he appropriated 
the mark in good faith, since on these facts, both state and federal law 
will recognize his ownership rights. 


(3). Other State Statutes 


Seven states™!7 have omitted Section 8(4)(e) of the Model Bill and 
make no specific reference to the effect of federal registration by an- 
other upon the state registration. However, five of these states!!® do 


118 Coto. Rev. Stat. ANN. § 141-1-8 (10) c (1953). 
114 See cases cited note 84, supra. 

115 Uran Cope ANN. § 70-3-10 (2) e (Supp. 1957). 
116 Supra note 115. 

117 Supra note 101. 


118 The Vermont Statute contains no cancellation provisions and thus rejects § 8 
of the Model Bill completely. The Virginia Statute leaves out only Model Bill § 8 
(4e) and (5) and would presumably allow the courts to decide equitably a question 
of conflicting registration. 
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provide that a court of competent jurisdiction may order cancellation 
of a state registration on any ground whatsoever.!!® Such a provision 
is in accord with Section 8(5) of the Model Bill. The authority given 
to the courts by these provisions permits the exercise of judicial dis- 
cretion in determining the rights of a state registrant. As a result, can- 
cellation should be effected only when usage within the state would be 
enjoined under the principles of the federal law. 

One possible reason why these states made no attempt to positively 
limit the Model Bill provision may be that there was doubt that any 
statute could successfully enumerate all the possible ways in which a 
state registrant would be entitled to use his mark as against a federal 
registration by another. Since the Lanham Act is relatively new, it may 
have been felt that its scope in this particular area should first be defined 
more exactly by judicial decisions. It seems probable, therefore, that 
recognition of a problem in draftsmanship prompted the omission of 
any reference to federal registration in view of the already existing 
Model Bill provisions as to cancellation on any grounds.!?° 


V. CONCLUSIONS 


The Model State Trademark Bill was originally adopted to provide 
uniform legislation in the field of state trademark protection and to 
supplement the Lanham Act by providing intrastate protection to the 
commercial world. However, in the vital areas of service mark pro- 
tection and conflicting federal registration the Model Bill appears to 
be inadequate to provide equitable intrastate trademark protection. 

Seven Model Bill states have remedied the lack of service mark pro- 
tection by adopting varying service mark provisions which, on the 
whole, conform to the Lanham Act service mark provisions. However, 
the Colorado service mark definition may be narrower and the Illinois 
service mark definition may be broader than the Lanham Act. Colorado’s 
requirement that service marks need only be used in connection with 
services would not seem to require as close a relationship between the 
mark and the service as does the Lanham Act. 

In the area of conflicting state and federal registration the Model 
Bill is unduly harsh on the intrastate registrant apparently because of 
an attempt to recognize the supremacy of Lanham Act registration. At 
least nine of the twenty-one states which have adopted the Model Bill 
have modified it in an attempt to require state cancellation of a mark 


119INp. ANN. Stat. § 66-139 (5) (Supp. 1957); Micw. Strat. Ann. § 18.638 
(8) 5 (1957); N.Y. Gen. Bus. Law $ 367 (5); S.D. Sess. Laws, p. 336 (1955); 
Wash. Sess. Laws, p. 874 (1955). 


120 Model Bill § 8 (5). 
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only in those situations where the use of the mark in the state would 
be enjoined because of paramount rights obtained by a federal registrant. 
Three states have modified the Model Bill’s “conflicting registration” 
provision, while seven states have omitted it altogether. It would seem 
that the complete omission of this provision and the inclusion of a general 
cancellation clause would give the courts the power to grant equitable 
relief in this situation. This is borne out by the fact that at least two 
of the states that have merely modified the provision have not completely 
eliminated all the possibilities of injustice to the state users. 

In view of the importance and possible inequities which might arise, 
it is thought that these two problem areas should be carefully con- 
sidered in the drafting of future state trademark statutes. 
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CASE NOTES 


ADMINISTRATIVE LAw—SraTus oF ALIEN—PAROLED ALIEN 1s Not WITHIN 
THE Unirep States—Leng May Ma v. Barber, 357 U.S. 185 (1958). 


Petitioner, a native of China, arrived at San Francisco in 1951, claim- 
ing United States citizenship on the statutory ground! that her father was 
a United States citizen. Pending the determination of her claim she was 
at first held in custody but later released on parole.? After hearings, the 
Immigration and Naturalization Service concluded that petitioner had 
failed to establish her claim, and she was ordered excluded. Following 
an order to surrender herself for deportation to China, petitioner applied 
for a stay of deportation under section 243 (h) of the Immigration and 
Nationality Act of 1952, which authorizes the Attorney General to 
withhold deportation of any alien within the United States who would 
be physically persecuted if returned to the country from whence he 
came. The Service informed her that no stay of deportation could be 
granted, because aliens excluded from the United States are not eligible 
for relief under section 243 (h). The Court of Appeals affirmed a Dis- 
trict Court order dismissing petitioner’s writ of habeas corpus.* In a 5-4 
decision,® held, affirmed; granting temporary parole to an alien who is 
excluded from the United States does not effect a change in the alien’s 
status or otherwise bring the alien within the United States. 

Parole, an administrative device of long standing, has been employed 
for decades in many types of cases involving aliens.* It has been to 
avoid the needless confinement of aliens while administrative proceed- 


1See Rev. Stat. § 1993 (1875), as amended by the Act of May 24, 1934, 48 Stat. 
797, subsequently superseded by $ 201 of the Nationality Act of 1940, 54 Stat. 1138, 
and now covered by $ 301 of the Immigration and Nationality Act of 1952, 66 Stat. 
235, 8 U.S.C. § 1401 (1952). 

2 Section 212 (d)(5) of the Immigration and Nationality Act of 1952, relating to 
parole, provides as follows: 


The Attorney General may in his discretion parole into the United States 
temporarily under such conditions as he may prescribe for emergent reasons or 
for reasons deemed strictly in the public interest any alien applying for admis- 
sion to the United States, but such parole of such alien shall not be regarded as 
an admission of the alien and when the purposes of such parole shall, in the 
opinion of the Attorney General, have been served the alien shall forthwith 
return or be returned to the custody from which he was paroled and thereafter 
his case shall continue to be dealt with in the same manner as that of any other 
applicant for admission to the United States. 66 Stat. 188, 8 U.S.C. § 1182 
(d) (5) (1952). 


8 66 Stat. 214, 8 U.S.C. § 1253 (h) (1952). 
4Leng May Ma v. Barber, 241 F.2d 85 (9th Cir. 1957). 


5 The minority opinion was written by Mr. Justice Douglas, with whom the Chief 
Justice, Mr. Justice Black and Mr. Justice Brennan concurred. 


6 In the Matter of R------ , 3 Ap. Dec. uNpER I & N Laws or tHE U.S. 45 (1947). 
[ 373] 
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ings are conducted as to their admissibility. Physical detention of aliens 
is now the exception, and is generally employed only for security risks 
or those likely to abscond.” 


The immigration laws of the United States have long made a distinc- 
tion between aliens who have come to our shores seeking admission and 
those who are within the United States after an entry, irrespective of its 
legality. The distinction was preserved in the Immigration and Nation- 
ality Act of 1952.° As originally drafted, the 1952 act restricted parole 
into the United States to individuals requiring medical treatment.!? The 
Immigration Service protested this limitation,’ and thereafter section 
212 (d)(5) of the act was amended to authorize parole of excluded aliens 
into the United States for emergencies or reasons deemed strictly in the 
public interest.” 


For over half a century the Supreme Court has held that the detention 
of an alien in custody pending the determination of his admissibility does 
not legally constitute an entry, though the alien is physically within the 
United States."* Aliens may be taken into or paroled into the United 
States for numerous reasons and still be considered on the threshold of 
entry and not within the United States. They may be arrested and 
brought into the country by state authorities and then released on bond," 
or admitted to bail while awaiting sentence in a criminal case.!* An alien 
may be detained in jail while awaiting prosecution for violation of the 
immigration law,'* or may actually be serving sentence.’7 Furthermore, 
the status of an alien paroled into the United States in order to be 


Pe See 1955 I & N Service ANNvuAL Rep. 5-6; 1956 I & N Service ANNUAL REP. 


8 E.g., the Internal Security Act of 1950, § 23, 64 Stat. 987, 1010, repealing 8 
U.S.C. § 156 (1952), and § 18 of the Immigration Act of 1917, 39 Stat. 887, now 
covered by 8 U.S.C. §§ 1181-83 (1952). Section 23 applies to the deportation of 
aliens who have entered the United States, either legally or illegally. Section 18 
applies to the deportation of aliens who were not allowed to land or to enter the 
country. 

® Chapter 4, 66 Stat. 195-204, 8 U.S.C. §§ 1221-30 (1952), subjects those seeking 
admission to exclusion proceedings to determine whether they shall be allowed to 
enter. 66 Stat. 200, 8 U.S.C. § 1226(a) (1952). On the other hand, Chapter 5, 66 
Stat. 204-19, 8 U.S.C. §§ 1251-60 (1952), concerns itself with aliens who have already 
entered the United States and are subject to expulsion if they fall within certain 
general classes of deportable aliens. 66 Stat. 204, 8 U.S.C. § 1251 (1952). 

10S. 3455, 8lst Cong., Ist Sess. (1949) and S. 716, 82d Cong., Ist Sess. § 212 
(d)(5) (1951). 

11 See unpublished comments on section 237 of S. 716, 82d Cong., 1st Sess. (1951) 
(on file in the Supreme Court Library). 

12 Section 212 (d) (5), supra note 2. 

13 Ekiu v. United States, 142 U.S. 651 (1892); United States v. Ju Toy, 198 U.S. 
253 (1905) ; and Shaughnessy v. United States ex rel. Mezei, 345 U.S. 206 (1953). 

14 United States ex rel. Ling Yee Suey v. Spar, 149 F.2d 881 (2d Cir. 1948). See 
also Ng Lin Chong v. McGrath, 202 F.2d 316 (D.C. Cir. 1952). 

15 United States ex rel. Metassarakis v. Reimer, 8 F. Supp. 82 (S.D.N.Y. 1934). 

16 United States ex rel. Camezon v. District Director of Immigration, 105 F. Supp. 
32 (S.D.N.Y. 1952). 

17 United States ex rel. Pantano v. Corsi, 65 F.2d 322 (2d Cir. 1933). 
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naturalized as a citizen is still that of a person without the country seek- 
ing admission.1® 

The question whether granting parole changes the legal status of an 
alien was decided by the Supreme Court in the leading case of Kaplan v. 
Tod,” wherein parole was equated with detention. The Court held that 
an alien who was excluded as feeble-minded but who actually lived with 
her father in New York City for nine years, to prevent her becoming a 
public charge, had never entered the United States and could not take 
advantage of her father’s naturalization to become a citizen.” 

Although Kaplan v. Tod had apparently settled the legal status of an 
excluded alien on parole, the issue was raised again in the principal case 
and two other recent cases.” All three cases arose under section 212 (d)- 
(5) and 243 (h) of the act of 1952. 

The majority in the principal case relied on the language of section 
212 (d)(5) and the physical placement of sections 212 (d)(5) and 243 
(h) in the act. It pointed out that section 212 (d)(5) expressly provides 
that parole shall not constitute an admission. The Court noted further 
that section 243 (h) is found in chapter 5 of the act, which deals with 
expulsion proceedings, and concluded that Congress intended thereby 
that section 243 (h) should apply to aliens who have already made an 
entry, as distinguished from aliens who are on the threshold of entry. 
The Court said that the placement of section 243 (h) in chapter 5 was 
strikingly inappropriate if it was intended to apply to excluded aliens.** 

The minority in the principal case considered it a mystery how an alien 
could be paroled into the United States and yet not be within the 
United States. The dissent also distinguished Kaplan v. Tod, stating 
that petitioner in the instant case was seeking neither citizenship nor 
residence, but only the shelter of a provision of the law designed to 
protect alien refugees. Finally, the dissent noted that the spirit of the 
statute makes it plain that the principal case is one of those in which the 
Attorney General is authorized to save a human being from persecution.”® 

On facts essentially similar to those of the principal case, the District of 
Columbia Circuit, in Quan v. Brownell, held that for the purposes of 
section 243 (h), an alien paroled into the United States was within the 
United States.27 There the court reasoned that under section 212 (d)(5) 


18 Jew Sing v. Barber, 215 F.2d 906 (9th Cir. 1954), judgment vacated as moot, 
350 U.S. 898 (1955). 

19 267 U.S. 228 (1925). 

20 Tbid. 

21 United States er rel. Lue Chow Yee v. Shaughnessy, 146 F. Supp. 3 (S.D.N-Y. 
1956), aff'd, 245 F.2d 874, reargument denied, 247 F.2d 769 (2d Cir. 1957) ; and Quan 
v. Brownell, 248 F.2d 89 (D.C. Cir. 1957), rev’d sub nom., Rogers v. Quan, 357 U.S. 
193 (1958). 

22 See § 212 (d) (5), supra note 2. 

23 357 U.S. at 190. 

24 Td. at 192. 

25 Ibid. 

26 Tbid. 

27 248 F.2d 89 (D.C. Cir. 1957). 
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an alien may be paroled into the United States as well as be admitted to 
the United States, and that in either event he would be within the 
United States. The court stated that the distinction relevant to section 
243 is between aliens who are in the country either by entry or parole 
and those who are not within the borders.?® The court also pointed out 
that the predecessor to section 243 (h), which was section 23 of the 1950 
act,” was held to apply to an alien who was excluded.” 

United States ex rel. Lue Chow Yee v. Shaughnessy 51 from the Second 
Circuit, reached the same result as the principal case. No appeal was 
taken from that decision to the Supreme Court. By its decisions in the 
principal case and the companion case of Quan,’* decided on the same 
day, the Court resolved the conflict among the circuits and clearly re- 
affirmed the holding of Kaplan v. Tod. 

However, the instant case is distinguishable from Kaplan v. Tod on 
the ground that petitioner is not seeking United States citizenship. 
Rather, she is seeking the protection of a discretionary power of the 
Attorney General which would withhold her deportation to a country 
where she would be persecuted. Though petitioner, as a parolee, is not 
“within the United States” for purposes of citizenship or residence, she 
could certainly be deemed within the United States for the purpose of 
receiving sanctuary at the discretion of the Attorney General. 

From time immemorial sovereign nations, having the power to admit or 
exclude aliens, have recognized and granted the right of asylum. The 
United States has long afforded sanctuary to persons fearing persecution. 
Every President from George Washington to Dwight Eisenhower has 
been confronted with some problem of granting asylum to political 
refugees.** Outstanding examples have been the cases of French mon- 
archists during Jefferson’s administration; of Polish, German, and Irish 
refugees during the term of Jackson; and of Russian and Austrian Jews 
during Theodore Roosevelt’s two terms. In more recent years, Franklin 
Roosevelt faced the problem of Germans and Austrians persecuted by 
Hitler, and President Truman was confronted with the issues of the 
Oswego refugees, Estonians,** and the displaced persons of Europe 
following World War II. Finally, President Eisenhower has had to cope 
with refugees of the 1956 Hungarian revolt against Communism.*¢ 


28 Td. at 90-91. 

29 Section 23, Internal Security Act of 1950, supra note 8. 

80 See Ng Lin Chong v. McGrath, supra note 14. 

31 Supra note 21. 

82 Rogers v. Quan, supra note 21. 

83 See Brief for Respondents, p. 34, Rogers v. Quan, 357 U.S. 193 (1958). 

34 The Oswego refugees were brought here as parolees from Italy. See Hearings 


before the House Immigration Committee pursuant to H.R. Res. 52, 79th Cong., 1st 
Sess. 2 (1945). 

35 In 1945 Estonian refugees from Communism landed at Miami, Florida, in small 
vessels in which they had crossed the Atlantic. They were paroled into the United 
States and were not returned to the Communists. 

36 The United States, together with other countries of the United Nations, accepted 
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The legislative history of section 243 (h) does not support the interpre- 
tation given by the majority in the principal case as to the intent of 
Congress.*" Section 243 (h) is a new provision in the history of the immi- 
gration laws of the United States.** As originally drafted in both the 
Senate and House bills, it provided that no alien should be deported to 
any country in which the Attorney General in his discretion found that 
such alien would be subjected to physical persecution.** The entire legis- 
lative history, furthermore, pide very little debate or discussion at all 
concerning section 243. 

The present wording, “alien within the United States,” of section 
243 (h) appears for the first time in the conference report.“ This 
change occurred less than three weeks before the enactment and after 
more than two years of apparent satisfaction with the wording of the 
original bills. Before the meeting of the Conference Committee, both 
houses of Congress had approved the original wording of section 
243 (h).* 

The dissent in this case states the reasonable interpretation of what 
Congress intended.*? The intention of Congress in section 243 (h) was 
to permit an excluded alien who was nevertheless physically present in 
the United States and under the jurisdiction of this country, to invoke 
the discretion of the Attorney General and be withheld from deportation 
to almost certain physical persecution. It was error, therefore, for the 
majority in the instant case to attribute to Congress an intention that is 
inhumane** in the light of history and inconsistent with the legislative 
history of the act. 

Richard J. Sincoff 


as parolees many Hungarians fleeing after their revolt in 1956. For a brief historical 
view of deportations to Communist China, see Brief for Petitioner, pp. 11-19, Leng 
May Ma v. Barber, 357 U.S. 185 (1958). 

87 It is interesting to note that this legislative history was not presented to the Court 
by counsel for the petitioner. 

38 See Comparative Print of the Texts of the Immigration and Nationality Act 
and Immigration and Nationality Laws Existing Prior to the Enactment of Public 
Law 414, p. 114, printed for the use of the Senate Judiciary Committee, 82d Cong., 
2d Sess. (1952). 

89 See S. 2550, 82d Cong., 2d Sess. (1952) as reported in the Senate on Jan 
29, 1952, and H.R. 5678, 82d Cong., 2d Sess. (1952) (passed by the House, April 25, 
1952). The substitute Senate bill, S. 2842, 82d Cong., 2d s. (1952), provided 
essentially the same. 

Pg on H.R. 5678, (Conference Committee, June 9, 1952), 82d Cong., 2d 

ess. , 

41H. R. 5678 was passed by the House on April 25, 1952: The Senate passed 
H.R. 5678 on May 22, 1952. 

42 Leng May Ma. v. Barber, 357 U.S. 185, 190-92 (1958). 

43 The policy adopted by the Court would return Chinese aliens seeking the historic 
haven of the United States to a Communist society that is governed by a plan which 
has been characterized as “just about the bloodiest pattern that the Communists have 
followed in any country in the world.” See the remarks of Walter S. Robertson, 
Assistant Secretary of State for Far Eastern Affairs, in Hearings on the Depart- 
ment of State, Justice, and Commerce before the House Appropriations Committee, 
83d Cong., 2d Sess. 122 (1954). Mr. Robertson stated that the Red Chinese from 1949 
to 1954 had slaughtered fifteen million of their own people. 
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ANTITRUST—SUFFICIENCY OF COMPLAINT—FAILURE TO ALLEGE PuBLic IN- 
yury IN Private Antitrust Surt—Klor’s, Inc. v. Broadway-Hale Stores, 
Inc., 255 F.2d 214 (9th Cir. 1958), cert. granted, 26 U.S.L. Weex 
3110, (U.S. October 14, 1958) (No. 1038, 1957 Term: renumbered No. 
76, 1958 Term). 


Plaintiff retailer brought suit against defendant retailer, ten appliance 
manufacturers and their associated distributors, under Section 4 of the 
Clayton Act,} alleging that plaintiff had suffered damage by reason of 
defendants’ violations of Sections 1 and 2 of the Sherman Act.? De- 
fendant retailer, an interstate chain appliance retailer, purchased from 
defendant distributors on condition that they would not supply certain 
brands to plaintiff, thereby depriving plaintiff of an opportunity to deal 
in those brands. Summary judgment for defendant was rendered on 
the ground that the allegations did not show an unreasonable restraint 
of trade.’ Held, affirmed; in a suit under Section 4 of the Clayton Act, 
plaintiff must allege facts showing that the action causing personal 
damage is injurious to the general public. 

The purpose of the antitrust laws is to protect the public interest by 
maintaining competition and this is sought to be achieved by prohibiting 
activities which tend to substantially lessen competition.* In view of this 
purpose, the rights of individual suitors to seek reparation under Section 
4 of the Clayton Act have been said to be secondary and subordinate to 
protection of the public generally.’ However, the antitrust laws have 
been interpreted as comprehensive in terms and in coverage, protecting 
all who are made victims of prohibited practices by whomever the 
practices may be perpetrated.® 

To maintain an action under Section 4 of the Clayton Act, plaintiff 
must show that he has suffered injury as a result of acts prohibited by the 
antitrust laws.*? A mere personal grievance will not be heard under the 


1 Clayton Act, § 4, 38 Stat. 731 (1914), 15 U.S.C. § 15 (1952). 


That any person who shall be injured in his business or property by reason 
of anything forbidden in the antitrust laws may sue therefor in any district 
court — United States . . . and shall recover threefold the damages by him 
sustained. . . . 


2 Sherman Act, § 1 & 2, 26 Stat. 209 (1890), 15 U.S.C. § 1 (1952). 


Every contract, combination in the form of trust or otherwise, or conspiracy, 
in restraint of trade or commerce among the several States . . . is hereby 
declared to be illegal. . . . 

Every person who shall monopolize or attempt to monopolize, or combine or 
conspire with any other person or persons, to monopolize any part of the trade 
or commerce among the several States . . . shall be deemed guilty of a 
misdemeanor .... 

3 255 F.2d at 221. No citation to the District Court holding could be found. 

4 Apex Hosiery Co. v. Leader, 310 U.S. 469 (1940). 

5 Feddersen Motors v. Ward, 180 F.2d 519, 522 (10th Cir. 1950). 

6 See Mandeville Island Farms v. American Crystal Sugar Co., 334 U.S. 219, 236 
(1948). 

7 Radovich v. National Football League, 352 U.S. 445, 453 (1957). 
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guise of an alleged antitrust violation.* Courts have stated that a showing 
of public injury is a prerequisite to maintaining a private antitrust suit 
where the actions complained of have amounted to a mere breach of con- 
tract,® alleged infringement of patents and patent rights,’° termination of 
agency,!! refusal to insure an uncertain risk,’ and slanderous remarks 
causing a decline in business.’* 

However, the Supreme Court has stated that the test for sufficiency 
of a claim is whether or not it is “wholly frivolous,” * that is, whether 
the complaint alleges that defendant’s conduct falls within the Sherman 
Act’s general prohibitions on unreasonable restraint of trade and that the 
complainant was injured thereby.’® 

To violate the Sherman Act, a restraint of trade must be an unreason- 
able restraint.*® While a private individual has the right to exercise free 
and independent discretion as to the parties with whom he will deal,!" a 
concerted refusal to deal takes the form of a conspiracy and may be an 
unreasonable restraint if harmful either to the public or the individual 
against whom it is directed."* If the effect of the acts of a large interstate 
association is to restrict the liberty of a trader to engage in business, 
restraint of interstate commerce in violation of the antitrust act necessari- 
ly follows.’® While large scale buying power is not itself illegal,?° the use 
of such power by a large interstate association to exclude local competi- 
tors from effective competition may be an unreasonable restraint of 
trade.?! 


8 See Shotkin v. General Electric Co., 171 F.2d 236, 239 (10th Cir. 1948). 

® Feddersen Motors v. Ward, 180 F.2d 519 (10th Cir. 1950) ; Hudson Sales Corp. 
v. Waldrup, 211 F.2d 268, 274 (Sth Cir.), cert. denied, 348 U.S. 821 (1954). 

10 Kinnear-Weed Corp. v. Humble Oil and Refining Co., 214 F.2d 891 (5th Cir. 
1954), cert. denied, 348 U.S. 912 (1955). 

11 Interborough News Co. v. Curtis Publishing Co., 225 F.2d 289 (2d Cir. 1955). 

12 Ruddy Brook Clothes v. British and Foreign Marine Ins. Co., 195 F.2d 86, (7th 
Cir. 1952), cert. denied, 344 U.S. 816 (1953). 

13 Swartz v. Forward Ass’n, 41 F. Supp. 994 (D. Mass. 1941). 

14 Hart v. B. F. Keith Vaudeville Exchange, 262 U.S. 271, 274 (1923) ; Radovich 
v. National Football League, 352 U.S. 445, 453 (1957). 

15 Radovich v. National Football League, supra note 14. 

16 “Restraint of trade” as used in Section 1 of the Sherman Act has been inter- 
preted to mean an unreasonable restraint of trade and a “rule of reason” must be 
used to determine if an unreasonable restraint of trade exists. See Standard Oil Co. 
of N. J. v. United States, 221 U.S. 1 (1911), and United States v. American Tobacco 
Co., 221 U.S. 106 (1911). See also Apex Hosiery v. Leader, 310 U.S. 469 (1940). 
But some actions may be unreasonable per se without inquiry as to the reasonableness 
of the restraint. See United States v. Trenton Potteries Co., 273 U.S. 392 (1927) 
(Reasonableness of agreements to fix prices immaterial). See also United States v. 
Socony-Vacuum Oil Co., 310 U.S. 150 (1940). 

17 United States v. Colgate and Co., 250 U.S. 300 (1919). 
mn. States Retail Lumber Dealers’ Ass’n. v. United States, 234 U.S. 600 

19 See Binderup v. Pathe Exchange, 263 U.S. 291, 312 (1923). 

20 United States v. Paramount Pictures, Inc., 334 U.S. 131 (1948). 

21 United States v. Griffith, 334 U.S. 100 (1948). See also United States v. Para- 
mount Pictures, Inc., supra note 20. 
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Where the opportunity to compete is reduced or eliminated by con- 
certed action or such large buying power, an individual trader may in- 
voke the protection of the antitrust laws. The First Circuit Court of 
Appeals has stated that where the power exists to deny competitors 
access to a market and where no justification for the exercise of such 
power can be shown, it is inconclusive to show that competitive activity 
has not actually declined.** Furthermore, the Court of Appeals for the 
District of Columbia has held that where facts are alleged which show 
a conspiracy to exclude a competitor, such facts in themselves indicate 
undue prejudice to the public interest.** 

In Radovich v. National Football League,® the complaint alleged that 
the members of the National Football League were conspiring to monop- 
olize professional football and that Radovich suffered damages thereby. 
The Kinth Circuit Court of Appeals dismissed the counpiniae on the 
ground that the conspiracy was not calculated to prejudice the public 
interest.?* In reversing, the Supreme Court did not discuss prejudice to 
the public interest, but held that the claim need only be tested by the 
Sherman Act’s general prohibitions.** Radovich has subsequently been 


22 White Bear Theatre Corp. v. State Theatre Corp., 129 F.2d 600 (8th Cir. 1942) ; 
William Goldman Theaters v. Loew’s Inc., 150 F.2d 738 (3d Cir. 1945); Paramount 
Film Distributing Corp. v. Village Theatre, 228 F.2d 721 (10th Cir. 1955) ; Johnson v. 
J. H. Yost Lumber Co., 117 F.2d 53 (8th Cir. 1941); Roseland v. Phister, 125 F.2d 
nea Cir. 1942) ; Package Closure Corp. v. Sealright Co., 141 F.2d 972 (2d Cir. 

23 Gamco, Inc. v. Providence Fruit and Produce Bldg., 194 F.2d 484 (lst Cir.), 
cert. denied, 344 U.S. 817 (1952). See also American Federation of Tobacco Growers, 
Inc. v. Neal, 183 F.2d 869 (4th Cir. 1950). 

24 Darnell v. Markwood, 220 F.2d 374, 377 (D.C. Cir. 1954). 

25 Radovich v. National Football League, 352 U.S. 445 (1957). 


26 Radovich v. National Football League, 231 F.2d 620, 623 (9th Cir. 1956) citing 
Feddersen Motors v. Ward, 180 F.2d 215 (10th Cir. 1950). 


27 352 U.S. at 453: 


Congress has by legislative fiat, determined that such prohibited activities are 
injurious to the public!® and has provided sanctions allowing private enforce- 
ment of the antitrust laws by an aggrieved party. These laws protect the 
victims of forbidden practices as well as the public. . . . In the face of such a 
policy this court should not add requirements to burden the private litigant 
beyond what is specifically set forth by Congress in those laws. 

[Footnote 10 of Radovich stated:] In Apex Hosiery Co. v. Leader, 310 U.S. 
469 (1940), this court said: “The end sought was the prevention of restraints 
to free competition in business and commercial transactions which tended to 
restrict production, raise prices or otherwise control the market to the detri- 
ment of purchasers or consumers of goods and services, all of which had come 
to be regarded as a special form of public injury.” (Emphasis supplied.) Id. 
at 493. In Standard Sanitary Mfg. Co., v. United States, 226 U.S. 20 (1912), 
speaking of the antitrust laws, the court said: “The law is its own measure 
of right and wrong, of what it permits, or forbids, and the judgment of the 
courts cannot be set up agaist it in a supposed accommodation of its policy 
with the good intention of parties, and it may be, of some good results.” 
(Emphasis supplied.) Id. at 49. 


The quoted statement in Radovich, with reference to Apex, clearly indicates that 
a violation of the Sherman Act is considered injurious to the public and not that 
there must be a definite showing of such injury to determine that a violation exists. 
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cited by the Second Circuit to express doubt as to the necessity of 
alleging public injury.”® 

In the principal case, plaintiff alleged conspiracy and agreement among 
defendants to refuse to sell their respective products to su monop- 
olistic buying power by reason of the large number of interstate retail 
stores operated by defendant retailer, and use of this monopolistic buying 
power to deny plaintiff a competitive position in the acquisition and 
/sale of the defendant manufacturers’ products.” Plaintiff further alleged 
that the actions complained of were a restraint of interstate commerce 
and that he was damaged thereby.*° 


No denial of plaintiff's allegations was made. On the basis of de- 
fendants’ affidavits showing that other retailers in the same area as plain- 
tiff and defendant retailer sold the brands denied plaintiff, the court 
concluded that there was no substantial lessening of competition and 
therefore no injury to the public.** 


The Court of Appeals for the Ninth Circuit in affirming this decision 
relied almost completely on Apex Hosiery v. Leader, in finding that 
prejudice to the public interest must be shown before an act may be con- 
sidered violative of the Sherman Act. Apex dealt with a conspiracy to 
compel Apex Hosiery Company to capitulate to union demands. De- 
fendants took possession of the Apex Hosiery plant and refused to allow 
shipment of manufactured goods on hand. The Supreme Court, in find- 
ing no Sherman Act violations, broadly defined what constituted un- 
reasonable restraints of trade and stated that these definitions were not to 
be limited to labor cases.** But, in summarizing, the Court pointed out 
that the conspiracy “did not have as its purpose restraint upon competi- 
tion in the market for . . . [Apex’s] product.” ** Radovich was distin- 
guished from the principal case as a situation where an individual was 
trying to eliminate his only competitor.*° The court also distinguished 
the instant case from authority holding that an individual trader had a 
right of action under Section 4 of the Clayton Act for concerted refusal 
to deal because of the difference in amount of competition affected®* and 


_— 


28 See Nagler v. Admiral Corp., 248 F.2d 319, 324 (2d Cir. 1957). 
29 255 F.2d at 219, 220. 
80 Jd. at 220. 


81 Jd. at 220, 221. The court did not consider the percentage of the market com- 
prised by the television brands denied plaintiff: Philco, Radio Corporation of America, 
Zenith, and Olympic. The court listed twenty other less popular television brands 
that might be available to plaintiff. Compare note 21, supra. 

82 310 U.S. 469 (1940). 


33 Jd. at 487. 


34 Jd. at 501. In Apex there was no anti-competitive activity between competitors. 
In summarizing its opinion, the court made this salient characterization of Apex. If 
Apex should be interpreted in view of its factual situation and holding, it would 
appear inapplicable to the controversy in the principal case. 

85 255 F.2d at 233. 


36 Ibid. 
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stated that there must be a substantial lessening of competition for there 
to be a violation of the Sherman Act.3* 

The Ninth Circuit apparently misinterpreted Apex in determining what 
constituted a restraint of trade under the Sherman Act,3* and erred in 
requiring a showing of public injury in the face of undenied allegations 
of unjustified anti-competitive activity. Radovich clearly defines the 
test for sufficiency of the complaint to be consideration of the com- 
plained-of actions.*® There is authority and reason in support of the 
position that an individual may invoke the protection of the antitrust 
laws when concerted action is taken to eliminate him as a competitor.*® 
The public injury requirement is subject to variable interpretations de- 
pending upon the situation and the forum. Inasmuch as prejudice to the 
public interest is believed to be inherent in a Sherman Act violation,** 
injury to an individual competitor by unjustified concerted conduct 
should be condemned as violative of the Sherman Act. Where situa- 
tions such as the principal case are presented, the test for sufficiency of 
a complaint should be determination of the existence of unjustified anti- 
competitive activity. 

Robert H. Montgomery 


ConSsTITUTIONAL LAw—FirrH AMENDMENT—WITHDRAWAL OF FEDERAL 
ANNUITY FOR REFUSAL TO TESTIFY AS A VIOLATION OF DuE Process— 
Steinberg v. United States, 163 F. Supp. 590 (Ct. Cl. 1958). 


Plaintiff, a former tax attorney for the Internal Revenue Service, re- 
tired in 1951 and drew his civil service annuity.’ In 1954, he was sub- 
poenaed to appear before a federal grand jury investigating the operations 
of the Internal Revenue Service and, after identifying himself, invoked 
the protection of the fifth amendment. He was indicted and tried on 
charges resulting from this investigation, and found not guilty. In 1955, 
he was notified that his annuity had been suspended pursuant to 
§ 2(a) of P.L. 769 which provides that no annuity or retired pay 
shall be paid to persons who refuse to testify with respect to their 
service as employees of the Government before a federal grand jury, 
court of the United States, or congressional committee.” Plaintiff brought 


37 bid. 

38 See note 31 supra. 

39 See note 24 supra. 

40 See note 19 supra. 

41 See notes 15, 23 and 24 supra. 

1 Civil Service Retirement Act, 5 U.S.C. § 691 (1952). 


268 Stat. 1142 (1954) as amended, 5 U.S.C. § 740(d) (Supp. IV, 1957). The ful? 
text of the section reads as fellows: 


There shall not be paid to any person who has failed or refused, or fails or 
refuses, prior to, on, or after September 1, 1954, upon the ground of self-in- 
crimination, to appear, testify, or produce any book, paper, record, or other 
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this action in the Court of Claims to recover his annuity, challenging the 
constitutionality of § 2(a). The United States counterclaimed for 
all annuity payments made subsequent to plaintiff’s appearance before 
the grand jury. Held, summary judgment for plaintiff, and counterclaim 
dismissed; notwithstanding the fact that a retired federal employee has 
no vested or contractual right to retirement pay, it is an arbitrary asser- 
tion of legislative power for the federal government to withdraw the 
annuities of retired employees who have merely availed themselves of 
the privilege against self-incrimination.® 

It is well settled that a governmental employer can regulate and define 
conditions for public employment, so long as the conditions are reason- 
able,* and even though the conditions imposed may require a waiver of 
a constitutional guarantee. The right of a public employer to dismiss its 
employees for exercising the privilege against self-incrimination, where 
such exercise is incompatible with the responsibilities of their employ- 
ment,® has been upheld in the state courts,’ and in a series of Supreme 
Court decisions involving loyalty oaths.* Constitutional objections alleg- 
ing abridgement of the privilege against self-incrimination have been 
rejected,® as have been attacks on the supporting legislation as bills of 


document, with respect to his service as an officer or employee of the Govern- 
ment or with respect to any relationship which he has had or has with a foreign 
government, in any proceeding before a Federal grand jury, court of the United 
States, or congressional committee, or to the survivor or beneficiary of such 
person, or any period subsequent to the date of such failure or refusal of such 
person or September 1, 1954, whichever is later, any annuity or retired pay on 
the basis of the service of such person as an officer or employee of the Govern- 
ment. 


3 The court divided four to one in ruling against the constitutionality of § 2(a). 
However, the majority rendered three separate opinions. Only the principal opinion 
of Laramore, J., concurred in by Littleton, J., and the opinion of Whitaker, J., 
concurring in result, argued the arbitrary nature of the statute. See notes 22 and 25, 
infra. Thus, while a majority constituting three judges found an infringement of 
due process, no majority was reached on the grounds for labelling the statute as 
arbitrary. Due to the multiplicity of opinions there is doubt whether the constitution- 
ality of § 2(a) was actually decided. 

4 Adler v. Board of Education, 342 U.S. 485, 492 (1952). 

5 United Public Workers v. Mitchell, 330 U.S. 75, 95-6 (1947), upholding the 
Hatch Act. See also Faxon v. School ‘Committee, 331 Mass. 531, 534, 120 N.E.2d 
772, 775 (1954), involving the dismissal of a teacher who invoked the privilege of the 
fifth amendment. The court, in commenting on the Hatch Act decision, said: “We 
do not see that the right not to incriminate oneself stands on any higher ground in a 
democracy than the right to take part in elections.” 

6 There is some doubt whether this rule may be applied to all types of employment. 
See Annot., 44 A.L.R.2d 789, 790 (1955); and Barts, GovERNMENT BY INVESTIGA- 
Tron 125 (1955) ; and cf. 40 Marg. L. Rev. 450, 454 (1957). 

7 Christal v. Police Commission, 33 Cal. App. 2d 564, 92 P.2d 416 (1939). It has 
been said that the States would not violate the United States Constitution even if 
they eliminated the privilege against self-incrimination altogether. See Note, Manda- 
tory Dismissal of Public Personnel and the Privilege against Self-Incrimination, 101 
U. Pa. L. Rev. 1190, 1198 (1953). 

8 Gerende v. Board of Supervisors, 341 U.S. 56 (1951) ; Garner v. Board of Public 
Works, 341 U.S. 716 (1951) ; and Adler v. Board of Education, supra note 4. For a 
comprehensive analysis of these cases, see 35 N.C.L. Rev. 90 (1956). 

9 See notes 7 and 8, supra. 
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attainder or ex post facto laws.!° Essentially these decisions have been 
based on the doctrine that public employment is not a right but a 
privilege, the withdrawal of which is not a violation of due process,"* and 
recognition of an employer’s right to require his employee upon pain of 
dismissal to respond to inquiry into matters relevant to his employment.’ 

However, in 1952 the Supreme Court, in Wieman v. Updegraff,* 
indicated that public employees are entitled to protection against arbitrary 
and discriminatory dismissal.4* In so ruling, the Court invalidated state 
loyalty oath legislation judicially interpreted as requiring dismissal for 
innocent as well as knowing membership in subversive organizations. 
Then, in Slochower v. Board of Education, the Court handed down a 
five-to-four decision which limited the rule that refusal to testify with 
respect to official conduct is justification for discharge. In that case a 
teacher employed by the City of New York invoked the fifth amend- 
ment before a federal committee and was discharged pursuant to a munic- 
ipal statute requiring dismissal of public employees exercising this 
privilege when questioned regarding the affairs of the city.’* The Court, 
citing Wieman, held the summary dismissal’’ so arbitrary as to be viola- 
tive of due process re a vay cage It was pointed out that the statute, as 
interpreted and applied by the courts, operated to discharge every public 
employee who invoked the fifth amendment for any reason. However, 
the Court, in dictum, indicated that its decision would have been other- 
wise if the inquiry had been a bona fide attempt by the city employer 
to gain answers relating to the official conduct of the employee as it 
affected a real interest of the local government.’® 


The added fact of plaintiff’s retired status distinguishes the principal 
case from the a decisions, and the court first met the constitutional 
problem posed by the withdrawal of federal retirement benefits. In the 


10 Garner v. Board of Public Works, supra note 8, at 721-23. See also 20 U. Cin. 
L. Rev. 514 (1951). In the principal opinion in the present case, Laramore, J., sug- 
gested in dicta that § 2(a) was invalid as a bill of attainder. The other opinions 
made no mention of this theory. 

11 McAuliffe v. Mayor of City of New Bedford, 155 Mass. 216, 220, 29 N.E. 517 
(1892), where Justice (then Judge) Holmes stated : “The petitioner may have a consti- 
tutional right to talk politics, but he has no constitutional right to be a policeman.” 
For a recent case in point, carrying this doctrine to its fullest extent, see Bailey v. 
Richardson, 182 F.2d 46 (D.C. Cir. 1950), aff'd per curiam, 341 U.S. 918 (1951), mo Aa 
the court implied that public employment was a privilege which escapes protection 
entirely. But see Wieman v. Updegraff, note 13, infra. 

12 Garner v. Board of Public Works, supra note 8. 

18 344 U.S. 183 (1952). 


14 See Ohio Bell Tel. Co. v. Commission, 301 U.S. 292, 302 (1937), where Cardozo, 
J., declared that “protection of the individual against arbitrary action” was the very 
essence of due process. 

15 350 U.S. 551 (1955). 

16 New York, N. Y., Crry Crarter § 903. 

17 Supra note 15, at 559. The Court’s language indicates that section 903, if properly 
applied by the courts, is sound, and the due process sanction is limited to the summary 
dismissal and the circumstances of this case. 


18 Jd. at 558. 
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majority of jurisdictions, an employee has no vested or contractual rights 
under statutory annuity plans providing for employee contributions, 
either before or after the annuity has been granted.’® Although a grow- 
ing number of cases hold that annuity rights become vested upon fulfil- 
ment of the conditions for grant of the annuity, and thus are immune 
from abolition, the federal courts support the general rule.*4 In the 
instant case, the court, though divided three to two on this issue,” held 
that Congress may at its discretion decrease or abolish annuity payments. 
Thus, the final decision rested solely on the constitutionality of section 
2(a) as an interference with fifth amendment guarantees against arbitrary 
legislation, not on any distinction between active and retired employees. 

A majority agreed that section 2(a) was arbitrary, but differed as to 
reasons for deeming it to be so.** Citing Slochower, the principal opinion 
said that Congress, by exacting punishment in the form of withdrawal 
of retirement benefits, had established a presumption of guilt based on 
exercise of the constitutional privilege. As a result, the innocent as well 
as the guilty could be excluded from the retirement rolls. On this basis, 
section 2(a) was held to be an arbitrary assertion of legislative power and 
within the Wieman rule. Judge Whitaker, concurring in result,?*> gave 
the support necessary to sustain the due process objection to section 2(a), 
but on different grounds. Although he also cited Wieman and Slochower, 
he maintained that section 2(a) was arbitrary and unjust in that it dis- 
criminated between employees who have exercised the privilege against 
self-incrimination and those who have not. 

Unaccountably, the majority opinions ignored two decisions, rendered 
two weeks prior to the holding in the instant case, in which the Supreme 
Court reviewed the constitutionality of this issue.2* In Lerner v. Casey ,?* 
the dismissal of a subway conductor on the ground that he had been 
disclosed to be of doubtful trust and reliability by his refusal to answer 
questions concerning his communist party background, was held to be 
justified. The Court stated that public employers are not required to 
accept the claim of the fifth amendment as adequate explanation of the 
refusal to testify, and that refusal to answer questions related to official 


19 Annot., 52 A.L.R.2d 437, 442 (1957). 

20 Id. at 442 n. 15, which lists the seventeen states requiring either the absolute 
vesting of retirement benefits or some modification thereof. 

21 Jd. at 443. See also Dodge v. Board of Education, 302 U.S. 74 (1937), princi- 
pally relied on by the majority in the instant case. 

22 Madden, J., in his dissent, joined Laramore and Littleton, JJ., in sustaining the 
previous federal view. Jones and Whitaker, JJ., though concurring in result in 
separate opinions, adhered to the minority view with respect to the nature of the 
right to retirement benefits. 

23 See note 3, supra. 

24163 F. Supp. at 592. 

25 He argued this point in the alternative, having principally relied on the vesting of 
retirement rights. See note 22 supra. 

26 Madden, J., in dissenting, relied on both cases as deciding the constitutionality of 
section 2(a), 163 F. Supp. at 597. 

27 357 U.S. 468 (1958). 








386 THE GEORGE WASHINGTON LAW REVIEW 


conduct or qualifications for employment was sufficient grounds for 
determining an employee to be undesirable.”* It was pointed out that if 
there had been no claim of the privilege, the government employer was 
constitutionally entitled to conclude that its employee lacked candor, 
which, in turn, evidenced doubt as to his trust and reliability. Such 
classification was held not to be so arbitrary and discriminatory as to 
fall within the Wieman rule.”® 

Beilan v. Board of Education,® decided the same day, involved the 
dismissal of a teacher who refused to answer questions before the Pennsyl- 
vania Board of Education pertaining to past communist affiliations. The 
Board determined that such refusal constituted “incompetency.” *! In 
upholding the dismissal, the Court stated that by engaging in teaching in 
public schools, an individual undertakes “obligations of frankness, candor 
and cooperation” in answering inquiries by his employer, and that 
failure to meet these obligations is justification for his discharge. The 
Court expressly distinguished Slochower as prohibiting dismissal for 
refusal to answer questions not directed towards a real interest of the 
governmental employer.** 

The Lerner and Beilan decisions may not be controlling in the instant 
case, in that each involved a dismissal by a public body on grounds of 
undesirability, rather than automatic removal by operation of a statute.** 
Nevertheless, they do affirm the rule that assertion of the privilege against 
self-incrimination is a ground on which discharge may be justified. 

The majority in the principal case made no attempt to distinguish 
Lerner and Beilan, and relied on distinguishable authority in an effort to 
rectify what, at first impression, appears to be an injustice, i.e., depriving 
a retired employee of the fruits of his years of service. Slochower merely 
invalidated the summary dismissal of an employee, rather than the statute 
itself,s> and the decision was expressly limited to me ee! of no real 
interest to the public employer. The Court reaffirmed the broad powers 
of government in the selection and discharge of its employees.** Section 
2(a) clearly limits its application to inquiries regarding matters pertinent 


28 Td. at 475-76. 

29 Id. at 477-78. 

30 357 U.S. 399 (1958). 

31 Jd. at 403-04. The teacher’s loyalty was not questioned although Pennsylvania 
had a comprehensive loyalty act which provided for the discharge of public employees 
on grounds of disloyalty or subversive conduct. 


32 Td. at 405. 

33 Td. at 408-09. 

34 But cf. Faxon v. School Committee, supra note 5, at 534 where the court stated 
that in a constitutional sense, it made no difference “whether a teacher was dismised 
because of statutory provisions expressly providing for such dismissal or .. . by an 
order of a public board acting within its statutory authority.” 

35 See note 17, supra. 

36 Slochower v. Board of Education, supra note 15, at 559. 
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to Government service. With this in mind, it would appear that 
Slochower can more logically be cited in support of the constitutionality 
of section 2(a). 

In Wieman, the Court held that the dismissal of a public servant could 
not be predicated on innocent as well as knowing membership in sub- 
versive organizations. This ruling hardly bears relation to the facts of the 
instant case. Further, the Supreme Court has distinguished Wieman in 
cases where an assertion of immunity may be deemed evidence of doubt- 
ful reliability.*7 Congress, through section 2(a), has deemed a refusal to 
testify with respect to official service evidence of a faithless employee. 


A possible argument not considered by the majority is that there is a 
distinction between terminating employment of an active employee,** as 
against withdrawing retirement rights of a former employee. Arguably, 
when one is no longer in active service, his former employer has no 
legitimate interest in his present faithfulness. This position is of significance 
because a refusal to testify cannot be taken as proof of guilt in the matter 
under investigation,*® but constitutes grounds for dismissal as a current 
failure to cooperate with the employer on a matter relative to the em- 
ployment. However, this argument assumes that the employer is not 
entitled to condition the payment of retirement benefits on continued 
faithfulness in matters directly related to the period of active employ- 
ment. It is submitted that this duty of faithfulness after retirement can 
reasonably be imposed by statute, and might even be inferred, without 
benefit of an explicit statutory provision, from the retirement relationship 
itself. 

The majority, by striking down section 2(a) with its patent require- 
ment of relevancy of inquiry, clearly proscribes any impediment to the 
exercise of the privilege against self-incrimination and represents a devia- 
tion from all cases to date. However, in view of: 1) the doubtful reliance 
in the majority opinions on the Wieman and Slochower decisions; 2) the 
number and inconclusiveness of the opinions rendered; and 3) the Lerner 
and Beilan cases, which reaffirm the right of removal of public officers 
for assertion of immunity with respect to questions related to their official 
duties, it appears unlikely that this decision would be upheld in the Su- 
preme Court.“ Congress’ purpose in enacting section 2(a) was to deter its 
employees from violating the faith placed in them by the United States, 
both before and after retirement.*! To prohibit legislation of this nature 


37 Lerner v. Casey, supra note 27. , ‘ 

38 However, the dissent first noted, 163 F. Supp. at 597-98, that if plaintiff had been 
actively employed there is “no room for doubt” that he could have been discharged, 
“either administratively for the good of the service, or pursuant to a statute, if there 
had been an applicable statute.” 

39 Ullmann v. United States, 350 U.S. 422 (1956). 

40 The Solicitor General decided that Supreme Court review would not be sought 
due to expected legislation on this subject. See note 41, infra. : 

41 H.R. Rep. No. 2488, 83rd Cong., 2d Sess. (1954). This legislation was inspired 
by the famous Alger Hiss trial and the furor raised over his eligibility for federal 
retirement though he was serving a criminal sentence for perjury. The original House 
Bills contemplated only the withdrawal of federal annuities for conviction of certain 
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would seem to deny the federal government one of the fundamental 
rights of an employer—the right to a faithful employee. 


James H. Rempe 


Copyrights—Works ENTITLED TO ProtecTION—FoRMsS WHEN INSEPA- 
RABLE From Description oF Use—Continental Casualty Co. v. Beards- 
ley, 253 F.2d 702, 117 U.S.P.Q. 1 (2d Cir. 1958),1 cert. denied, 27 
U.S.L. Week 3102 (1958). 


Plaintiff sought a declaratory judgment that defendant’s copyright was 
invalid and an injunction restraining defendant from asserting that cer- 
tain forms were copyrighted. Defendant counterclaimed for copyright 
infringement. Defendant had obtained a copyright on a pamphlet describ- 
ing a plan for the replacement of lost securities. The pamphlet contained 
three pages of narrative which described the plan and pointed out its 
advantages, and three pages of forms to be used in carrying out the plan.? 
Plaintiff was engaged in a business scheme substantially the same as that 
described in defendant’s pamphlet and used forms similar to those of 
defendant. Plaintiff admitted that the explanatory pages in the pamphlet 
were validly copyrighted, but contended that the forms were not en- 
titled to protection under the copyright. Defendant asserted that his 
copyright included the entire pamphlet and that plaintiff’s use of similar 
forms to practice a similar plan was an infringement. The District Court 
held that the forms were not validly copyrighted. Relief for infringe- 
ment was denied the defendant, and he was enjoined from asserting that 
the forms were Ms meri Held, injunction modified and affirmed; 
forms may be the subject of a valid copyright when language explaining 
their use is inseparably included in the forms themselves. 

At common law an author had the sole right of first printing and 
publishing his writing for sale The drafters of the Constitution em- 
powered Congress to promote the progress of science by giving authors 
a limited monopoly in return for the resultant increase in the fund of 


felonies, and § 1 of P.L. 769, not involved in the principal case, deals with this 
aspect. However, with much popular support, it was expanded to include section 2. 
The constitutionality of section 1 has not been challenged but has been received 
unfavorably, as evidenced by a number of bills introduced in the 84th and 85th Con- 
gress, either suggesting a repeal of P.L. 769, or limiting its application to section 2. 
See Mathes, Do You Know: You can Lose your Civil and Retirement Pay even for a 
Traffic Violation?, 2 Fev. B. News 209 (1955). 

1 Reversing in Part 151 F. Supp. 28, 113 U.S.P.Q. 181 (S.D.N.Y. 1957). 

2 BearpsLey, THE REPLACEMENT oF Lost SECURITIES BY THE BEARDSLEY PLAN, No. 
418 (1939). The forms consisted of (1) a letter of instructions to be sent to a 
security loser, (2) a lost security blanket bond insuring the plan, (3) an affidavit 
of loss and indemnity agreement to be executed by the security loser, and (4) a set 
of resolutions for the board of directors of a corporation adopting the plan. 

8 Continental Cas. Co. v. Beardsley, 151 F. Supp. 28, 113 U.S.P.Q. 181 (S.D.N.Y. 
1957). 

4 Wheaton v. Peters, 34 U.S. (8 Pet.) 591 (1834). 
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knowledge available to the public.® The scope of the term “writing” as 
used in the constitutional copyright provision has never been extensively 
explored by the coe Court.* Nevertheless Congress has expanded 
the subject matter of copyright by successive legislative enactments, and 
court decisions have acquiesced in the expansion to include works —_ 
than writings in the ordinary use of the term.’ Under the epee Copy 

right Act the pamphlet in the instant case would be classified as a “book. io 


In Baker v. Selden® the Supreme Court held that a series of lined 
account forms in a copyrighted book was not protected by the copy- 
right. There the author had claimed that forms, similar to those in his 
book, had been used to practice an accounting system outlined therein, 
resulting in an infringement of his copyright. The Court held that the 
book, as the expression of the idea, was properly copyrighted, but that 
neither the lined account forms nor the system itself, as the manifestation 
of the idea was the proper subject of a copyright because they constituted 
the means for practicing the idea. It would appear that endeavors to 
protect mere forms are, in reality, endeavors to protect ideas and, hence, 
were not meant to be given copyright protection.” The Baker case has 
been cited as authority in denying copyright protection to a bookkeep- 
ing system with lined tax record forms," a system of file indexes,’ and 
temperature recording charts,’* because the forms involved were used 
solely to record facts and not to communicate ideas."* 


Copyright protection of insurance forms has been restricted by a 


5 See U. S. Const. art. I, § 8; Chafee, Reflections on the Law of Copyrights: I, 45 
Cotum. L. Rev. 503, 507 (1945). 


6 Mazer v. Stein, 347 U.S. 201, 219-220, 100 U.S.P.Q. 325 (1954) (concurring 
opinion). 

7 Ansehl v. Puritan Pharmaceutical Co., 61 F.2d 131, 136, 15 U.S.P.Q. 38 (8th 
Cir. 1932), cert. denied. 287 U.S. 666 (1932). See note, Study of the Term “Writings” 
in the Copyright Clause of the Constitution, 31 N.Y.U.L. Rev. 1263, 1290 (1957). 


817 U.S.C. § 5(a) (1952); Sebring Pottery Co. v. Steubenville Pottery Co., 9 F. 
Supp. 384, 386 (N.D. Ohio 1934). 


9101 U.S. 99 (1879). By dictum the Supreme Court expressed the view that the 
originator of such a system and forms could only be protected by letters patent. This 
approach was tried without success in the following cases: Guthrie v. Curlett, 10 
F.2d 725 (2d. Cir. 1926) Se of tariff and rate indexes for railroads); In re 
Dixon, 44 F.2d 881, 7 U.S.P.Q. 209 (C.C.P.A. 1930) (form for promissory note). 
But see Cincinnati Traction Co. v. Pope, 210 Fed. 443, 446 (6th Cir. 1913) (printed 
matter with novel physical structure is patentable). 


10 Cf. Mazer v. Stein, supra note 6, at 217 where Baker v. Selden is cited for the 
rule that a copyright gives protection “only to the expression of the idea . . . not the 
idea itself.” 

11 Aldrich v. Remington Rand, 52 F. Supp. 732, 733 (N.D. Texas 1942). 


12 Amberg File & Index Co. v. Shea, Smith, & Co., 82 Fed. 314, 315 (7th Cir. 
1897). 


13 Brown Instrument Co. v. Warner, 161 F.2d 910, 911, 73 U.S.P.Q. 427 (D.C. Cir. 
1947), cert. denied, 332 U.S. 801 (1947) ; Taylor Instrument Co. v. Fawley-Brost Co., 
139 F.2d 98, 99, 59 U.S.P.Q. 384 (7th Cir. 1943), cert. denied, 321 U.S. 785 (1944). 


14 Brown Instrument Co. v. Warner, supra note 13, at 911; Amberg File & Index 
Co. v. Shea, Smith, & Co., supra note 12, at 315. 





390 THE GEORGE WASHINGTON LAW REVIEW 


stringent requirement for proof of infringement.'® Thus to constitute 
infringement of insurance forms a showing of appropriation of copy- 
righted material in exact or substantial form has been required,’® since 
the use of specific language in such forms is ordinarily essential to practic- 
ing the idea. To unduly restrict the use of such language by a copy- 
right monopoly would, therefore, deny the public the benefit of the idea.17 

By first holding there was no infringement under the substantial appro- 
priation requirement, the issue of copyrightability has sometimes been 
avoided.** But in Brightley v. Littleton’® the author of a copyrighted book 
containing blank application forms for a state liquor license was granted 
relief against an infringer who copied the forms with the book before 
him. The court found the infringer’s act to be a substantial appropriation 
after it had first decided that the forms were copyrightable under the test 
of a low order of originality.?° In using this test the court ignored the 
Baker doctrine. 

In Cash Dividend Check Corp. v. Davis the court had before it the 
question of the copyrightability of an advertising plan in which savings 
stamps given to consumers by retailers were pasted on a check which was 
redeemable for cash after the requisite number of stamps was obtained. 
The copyright was for a “work” and included the check which was 
to be used in carrying out the plan. The District Court’s holding that 
such a work could not be covered by a statutory copyright was reversed 
by the Court of Appeals on the ground that the writing which described 
the means for carrying out the plan was integrated on the check. Thus 
the check was deemed to be copyrightable material, notwithstanding the 
provisions of 37 C.F.R. § 202.1(c) (1957),?* because the work containing 
the check conveyed information to the public concerning the stamp plan. 

In the ay oe case the court did not bypass the issue of copyright- 
ability of the forms and decide the case on the issue of infringement 
owing to the plaintiff's plea for injunction against defendant’s assertion 
of copyright. The lower court followed a strict interpretation of the 
Baker case and held that the forms did not come under the copyright 
protection of the pamphlet. The holding was based on the ground that 
the repetitive use of judicially interpreted terminology in legal forms 


15 Dorsey v. Old Surety Life Ins. Co., 98 F.2d 872, 39 U.S.P.Q. 92 (10th Cir. 1938) ; 
Miner v. Employer’s Mut. Liab. Ins. Co. of Wis., 229 F.2d 35, 108 U.S.P.Q. 100 
(D.C. Cir. 1956). 


16 Dorsey v. Old Surety Life Ins. Co., supra note 15, at 874. 

17 See 253 F.2d at 706. 

18 Miner v. Employer’s Mut. Liab. Ins. Co. of Wis., supra note 15. 

19 37 Fed. 103 (C.C.E.D. Pa. 1888). 

20 Jd. at 104; accord, Dorsey v. Old Surety Life Ins. Co., supra note 15, at 873. 

21 247 F.2d 458, 114 U.S.P.Q. 32 (9th Cir. 1957). 

22 See 17 U.S.C. § 10 (1952). 

23 37 C.F.R. § 202.1 (1957). Materials not subject to copyright include (c) “Works 
designed for recording information which do not in themselves convey information, 
such as time cards, graph paper, account books, diaries, bank checks, score cards, 
address books, report forms, order forms and the like.” 
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gives them settled meaning and certainty of effect. In such a case a legal 
draftsman should not be encumbered by dangers of copyright infringe- 
ment when he pursues the task of protecting his client’s interests. The 
Court of Appeals reversed on the grounds that the forms were distin- 
guishable from those in Baker where the explanation of the bookkeep- 
ing system could be treated separately from the account forms. The 
forms in the instant case were held to be inseparable from the expression 
of the plan because they included language explaining the plan. Though 
the meaning of the term “inseparable” was neither explained by the court 
nor clear from its context, the forms unquestionably conveyed more 
information explaining their use than did the account forms in the Baker 
case. However, the trial and appellate courts both followed the case of 
Dorsey v. Old Surety Life Insurance Co. and agreed that whatever 
copying the plaintiff did was not sufficient to amount to such exact or 
substantially exact appropriation of the copyrighted material as is re- 
quired for infringement. 

It would appear that the courts are not in agreement as to the criteria 
for copyrightability of forms. Strict adherence to the doctrine of the 
Baker case would require that forms separated from a writing describing 
their use not be afforded copyright protection. Yet legal forms have been 
found copyrightable on the theory of minimum originality without being 
distinguished from the blank forms in Baker.*® In the Cash Dividend case 
the court distinguished a check from the blank forms said to be uncopy- 
rightable under 37 C.F.R. § 202.1(c) (1957) because the check was inte- 
grated with a writing and conveyed information concerning its use. In the 
principal case the court extended the Cash Dividend reasoning to legal 
forms and distinguished them from the account forms in Baker because 
the legal forms had inseparably included in them language describing 
their use. Thus the court appears to have limited the Baker doctrine 
to those forms which merely record information, while excluding from 
the doctrine forms for practicing an idea when they contain language 
explaining the idea. Though this exception has not been voiced by the 
courts in previous decisions, the results of those decisions could be clari- 
fied by its application. Thus the denial of a copyright on lined tax 
forms,”* file indexes,?* and temperature recording charts?® would fall 
under the general rule of Baker because these forms merely store facts 
and do not include language explaining their use, while the upholding of 
a copyright on an application for a state liquor license*® would be proper 
under the exception of the principal case because the use of this form 
would be explained by the language it contains. The exception would also 


24 See note 15 supra. 

25 Brightley v. Littleton, supra note 19. 

26 Aldrich v. Remington Rand, supra note 11. 

27 Amberg File and Index Co. v. Shea, Smith & Co., supra note 12. 


28 Brown Instrument Co. v. Warner and Taylor Instrument Co. v. Fawley-Brost 
Co., supra note 13. 


29 Brightley v. Littleton, supra note 19. 
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appear to narrow the originality test®® for copyright on legal forms by 
requiring explanation of use in addition to originality. 

The decision in the principal case is sound because it encourages 
authors of forms to publish their works, thus giving the public the benefit 


of the disclosure of their ideas. 
Charles M. Kaplan 


EvipENCE—ADMISSIBILITY IN FEDERAL TRIAL OF EvipENCE ILLEGALLY SE- 
CURED BY StaTE Orricers—Hanna v. United States, 260 F.2d 723 (D.C. 
Cir. 1958). 


Maryland policemen seized a quantity of money from appellant in an 
illegal search. Later, when it was learned by state authorities that appel- 
lant was suspected of housebreaking and larceny in the District of Colum- 
bia, this evidence was turned over to federal enforcement officers and 
used at his trial, despite a timely motion to suppress. Held, conviction 
reversed; evidence obtained by state officials through unreasonable 
searches and seizures conducted in violation of the fourth amendment is 
inadmissible in a federal trial. 

Under the common law it is well settled that logically relevant evidence 
is not inadmissible because secured by illegal means.’ In the federal courts, 
however, use of such evidence is held to violate the fourth amendment 
if obtained by federal officers through unreasonable search and seizure 
and is excluded.? The federal rule, as previously applied, does not require 
rejection of all evidence obtained by means of an unlawful search and 
seizure.* Thus evidence secured through illegal state* or individual® action 
has been held admissible. 

A contrary result is required only if it appears that federal officers 
participated in the ay or that the unlawful acts were done on their 
behalf.* Thus, where federal officers actively cooperate with state agents 
in seizing evidence by means of an unreasonable search and seizure,’ the 
articles so obtained have been excluded by the federal courts. Likewise, 
the product of the illegal search is excluded in federal trials when govern- 


30 Jd. at 104; see Dorsey v. Old Surety Life Ins. Co., supra note 15, at 873. 

18 Wicmore, Evivence § 2183 (3d ed. 1940). Maryland has modified the common 
law rule but only to the extent that evidence obtained by its enforcement officers 
through an illegal search and seizure is inadmissible in a state prosecution for a 
misdemeanor. See Mp. Ann. Cone art. 35, § 5 (1957). 

2 Weeks v. United States, 232 U.S. 383 (1914) ; Fep. R. Cram. P. 41(e). 

3 United States v. Benanti, 244 F.2d 389, 392 (2d Cir.), rev’d on other grounds, 355 
U.S. 96 (1957). 

4 Weeks v. United States, supra note 2, at 398; Feldman v. United States, 322 U.S. 
487 (1944). 

5 Burdeau v. McDowell, 256 U.S. 465, 474 (1921). 

6 United States v. Moses, 234 F.2d 124 (7th Cir. 1956); Fredericks v. United 
States, 208 F.2d 712 (5th Cir. 1953), cert. denied, 347 U.S. 1019 (1954). 

7 Crank v. United States, 61 F.2d 981 (8th Cir. 1932). 





LTR LITTER I A oem 





——SSa a ee 


ee ee ae 


LL ET ITT TI 


CASE NOTES 393 


mental officials induce or instigate the search by state officers,* or where 
there is a prior agreement or understanding between federal and state 
authorities as to the use of such evidence.® Also, such evidence is barred 
by the federal judiciary where federal officers merely select evidence at 
the scene of an illegal state seizure,!° or where the sole purpose of state 
action is to enforce federal law." 

The court in the instant case did not reach its decision through a find- 
ing of federal participation, collaboration, collusion, cooperation or in- 
volvement, for none of these factors was present.’* Instead, its holding 
turned on an interpretation of two leading cases in the field. The court 
first considered Weeks v. United States where the Supreme Court sus- 
tained federal use of state-seized evidence on the ground that the fourth 
amendment’s prohibition against unreasonable searches and seizures was 
not directed to the misconduct of state officials.4* The court next examined 
the holding in Wolf v. Colorado that, notwithstanding the conclusion 
that the fourteenth amendment protects against unreasonable searches 
and seizures by state officers, a state court is not obliged to exclude 
evidence so procured because of the due process requirement. From this 
examination the court concluded that the Wolf case, by declaring the 
State seizure unconstitutional, overruled the very pronouncement upon 
which the Weeks decision had predicated the admissibility of state-seized 
evidence in a federal trial. 

No other federal court has felt constrained to declare such evidence 
inadmissible on the grounds given in the instant decision. In Serio v. 
United States,* the Court of Appeals for the Fifth Circuit held admissible 
evidence secured by independent but illegal state action. The same court 
in Fredericks v. United States,'* after first finding there was no federal 
involvement, again ruled that it was not error to admit such evidence. 
Both times the court used the Weeks decision as the basis of its conclu- 
sion. Two other Circuit Courts of Appeal reached the same result on this 
issue in post-W olf cases." 

None of these decisions, however, mentions the effect of the Supreme 
Court’s holding in Wolf, but it is to be noted that they are in accord 
with two cases that did examine its implications. In Jones v. United 


8 United States v. De Bousi, 32 F.2d 902 (D.Mass. 1929). 


9 Gilbert v. United States, 163 F.2d 325 (10th Cir. 1947) ; Lowrey v. United States, 
128 F.2d 477 (8th Cir. 1942). 


10 Lustig v. United States, 338 U.S. 74 (1949). 


11 Gambino v. United States, 275 U.S. 310 (1927); United States v. Butler, 156 
F.2d 897, 898 (10th Cir. 1946). 


12 Brief for Appellant, pp. 10-11, Hanna v. United States, 260 F.2d 723 (D.C. Cir. 
1958). 


13 Supra note 2 at 398. 

14 338 U.S. 25 (1949). 

15 203 F.2d 576 (Sth Cir.), cert. denied, 346 U.S. 887 (1953). 

16 208 F.2d 712 (Sth Cir. 1953), cert. denied, 347 U.S. 1019 (1954). 


17 See United States v. Moses, 234 F.2d 124, 125 (7th Cir. 1956); Gallegos v. 
United States, 237 F.2d 694, 696 (10th Cir. 1956). 
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States,'* the court dismissed the contention that the Wolf decision made 
evidence obtained by state officials in unreasonable searches and seizures 
inadmissible in a federal prosecution by saying the Supreme Court could 
prevent federal use of state-seized evidence, but it had not done so.’ 
Further support for this view is suggested in United States v. Benanti.?° 
In that case the court expressly ruled that the Weeks doctrine was not 
superseded by Wolf. The court pointed out that in Lustig v. United 
States," decided the same day as Wolf, the test of federal participation 
was applied in determining the admissibility of state-seized evidence and 
thus the Supreme Court reaffirmed by implication federal participation 
as the proper criterion of admissibility. 

Any claim for the exclusion of logically relevant evidence from federal 
prosecutions must be justified by “an over-riding public policy expressed 
in the Constitution or the law of the land.” 2? In the case of illegally 
seized evidence, two competing interests need to be reconciled; efficient 
enforcement of the criminal law and preservation of the individual’s 
rights of privacy. However, the rule of federal exclusion announced in 
the Weeks case did not originate from the explicit requirements of the 
fourth amendment; nor can it be attributed to legislation expressing 
congressional policy in the enforcement of the Constitution; rather, it 
was the product of judicial implication.** Justification for its adoption 
depends upon what may be described as a moralistic ground in that it is 
premised on the view that the protection of the fourth amendment would 
be of “no value, and . . . might as well be stricken from the Constitu- 
tion,” ** if evidence secured by an unreasonable federal search and seizure 
could be used against an accused. By extending this rule to cover state 
action, the instant decision overlooks the fact that the Weeks doctrine 
stems neither from constitutional compulsion nor congressional policy 
requiring, in all events, that unconstitutional evidence be excluded from 
a federal trial. Furthermore, in reaching its conclusion, the court relied 
upon the Wolf decision which, by the clearest implication, treated the 
question of admissibility as a procedural or evidentiary matter relieved 
of any constitutional compulsion. The present court, however, found 
that Wolf held unreasonable searches and seizures violative of the Con- 
stitution and assumed that the federal rule demands the exclusion of any 
unconstitutional evidence from a federal prosecution. In this respect, it 
has gone further than the Supreme Court has chosen to go in expanding 
the scope of this rule.”® 


18 217 F.2d 381 (8th Cir. 1954). 

19 Jd. at 383. 

20 Supra note 3. 

21 Supra note 10. 

22 Nardone v. United States, 308 U.S. 338, 340 (1939) ; 1 WicMore, Evipence § 10 
(3d ed. 1940). 


23 Wolf v. Colorado, supra note 14, at 28. 
24 Weeks v. United States, supra note 2, at 393. 
25 See Benanti v. United States, 355 U.S. 96, 102, n. 10 (1957); as well as 
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The exclusionary doctrine plainly is designed to deter federal officers, 
or state officers acting in their behalf, from violating a basic right secured 
by the Constitution in their zeal to enforce federal law. Under the 
authorities described above, it is submitted that there is no federal rule 
requiring the exclusion of all evidence illegally acquired, since the Su- 
preme Court has refused to hold that due process requires the exclusion 
of unconstitutional evidence from a state trial. The instant court fails to 
note that the deterrent purpose of the federal exclusionary rule cannot 
be served where the unconstitutional search is undertaken by state officers 
to enforce state law. In such a case, it is unrealistic to believe that state 
officers will be deterred from making unreasonable searches and seizures 
merely because the product of this illegality is excluded from a federal 
trial, when the tdi produced is admissible before their own tri- 
bunals. If the violation will occur in any event, exclusion of the evidence 
obtained needlessly hampers the enforcement of federal law. 

Bearing in mind the deterrent purpose of the federal exclusionary rule, 
it appears that the instant court lost sight of the circumstances which 
warrant the holding of logically relevant evidence inadmissible in a 
federal prosecution. Furthermore, its decision fails to take into account 
the possibility that the extension of the due process clause in Wolf may 
be regarded as dictum, unless the Supreme Court later decides to change 
the present rule. It is submitted that the rationale sonprs by the instant 
court in reaching its result is unexplainable, unless it be attributed to an 
adoption of a policy eliminating any distinction between federal and 
state seizures. As yet, there is no mandate from the Supreme Court up- 
holding the adoption of such a policy, and a re-examination of this dis- 
tinction is highly desirable in view of the uncertainty created by what 
amounts to a prophetic ruling. 

John A. Henry 


FEDERAL CRIMINAL PROCEDURE—REQUIREMENTS OF A COMPLAINT TO EsTAB- 
LISH PROBABLE CAUSE FOR THE ISSUANCE OF AN ARREST WARRANT—Gior- 
denello v. United States, 357 U.S. 480 (1958). 


A Federal Bureau of Narcotics agent obtained a warrant from a United 
States Commissioner for petitioner’s arrest. This warrant was issued 
under rules 3 and 4 of the Federal Rules of Criminal Procedure.! It was 


Gaitan v. United States, 252 F.2d 256 (10th Cir.), cert. denied, 356 U.S. 937 
(1958) ; and Woodard v. United States, 254 F.2d 312 (D.C. Cir.), cert. denied, 357 
U.S. 930 (1958), cases which indicate the Supreme Court’s apparent reluctance to 
rule on this issue. 

26 See Weeks v. United States, supra note 2, at 393-94; Note, 50 Cor. L. Rev. 364 
(1950) ; Barrett, Exclusion of Evidence Obtained by Illegal Searches—A Comment 
on People vs. Cahan, 43 Cautr. L. Rev. 565 (1955). 

1Fep. R. Crim. P. 3; 

The complaint is a written statement of the essential facts constituting the 
offense charged. It shall be made upon oath before a commissioner or other 
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based on a written complaint? sworn to by the agent, founded solely on 
his information and belief that petitioner had committed the alleged 
offense. The arrest warrant was executed, and a container of heroin in 
petitioner’s possession was seized. The indictment returned against the 
petitioner did not refer to the crime charged in the complaint, but was 
based on two related offenses growing out of the seizure made at the 
time of petitioner’s arrest. Petitioner’s motion to suppress the evidence 
was denied, and he was convicted. A divided Court of Appeals, in affirm- 
ing, rejected the defense that the complaining officer relied on hearsay 
evidence in executing the complaint.* Held, reversed; a complaint devoid 
of facts from which a United States Commissioner can make an inde- 
pendent finding of probable cause will not support the issuance of a 
valid arrest warrant under the Federal Rules of Criminal Procedure. 

At common law no warrant could issue for a crime except upon oath.® 
The constitutional provision pertaining to warrants* was deemed in- 
dispensable to the protection of personal freedom.’ State courts early 
applied this requirement of the Constitution and demanded the oath of 
the complainant,’ or a substantial substitute,® for the issuance of any 
warrant. The Supreme Court long ago established the rule that a warrant 
of commitment verified only on information and belief is insufficient.?® 
To substantiate charges within the law, mere suspicion, belief, or infor- 


officer empowered to commit persons charged with offenses against the United 
States. 
Fep. R. Crm. P. 4(a): 
If it appears from the complaint that there is probable cause to believe that 
an offense has been committed and that the defendant has committed it, a 
warrant for the arrest of the defendant shall issue to any officer authorized by 
law to execute it... . 


2 The complaint read in part: 

The undersigned complainant being duly sworn states: That on or about 
January 26, 1956, at Houston, Texas in the Southern District of Texas, Veto 
Giordenello did Receive, Conceal, etc., Narcotic Drugs, To-wit: Heroin Hydro- 
chloride with Knowledge of unlawful importation; in violation of Section 174, 
Title 21, United States Code. 

And the complainant further believes that -.-...-. ------_- are material 
witnesses in relation to this charge. Giordenello v. United States, 241 F.2d 
575, n. 2 (5th Cir. 1957). 

8 The charge of unlawful purchase of narcotics resulted in petitioner’s conviction. 
Giordenello v. United States, 357 U.S. 480, n. 1 (1958). 

4 Giordenello v. United States, 241 F.2d 575 (Sth Cir. 1957). 

5 WHarTON, CRIMINAL PLEADING AND Practice § 1 (9th ed. 1889). 

6 U.S. Const. amend. IV. 

7™“[AJnd its introduction into the amendments was doubtless occasioned by the 
strong sensibility excited both in England and in America upon the subject of general 
warrants, almost upon the eve of the American revolution.” 2 Story, CoMMENTARIES 
ON THE CoNnsTITUTION $ 1902 (4th ed. 1873). 

8 State v. J. H., 1 Tyler 444 (Vt. 1802). 

® Conner v. Commonwealth, 3 Binn. 38 (Pa. 1810). 

10 Ex parte Burford, 7 U.S. (3 Cranch) 448 (1806). 
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mation is inadequate"! because otherwise the safeguards of the common 
law and of the Constitution against arbitrary power would be nullified.’? 


It has been the historic duty of a committing magistrate to determine 
if a crime has been committed and if it is probable that the defendant 
committed it.1* Allegations stated to a magistrate that are based solely on 
information and belief, without supporting facts, and without disclosure 
of the basis for such belief, are insufficient to permit an independent 
judgment by the magistrate.’* Prior to the adoption of the Federal Rules 
of Criminal Procedure the majority of the federal and state courts were 
in accord on this point.* Some courts required confrontation by the 
accuser, either personally or by sworn affidavit..° The minimum 
requirement was that facts had to be positively stated and supported by 
proof.'? Suspicion, guess, surmise, conjecture and speculation, with some 
evidence as a basis, did not constitute facts sufficient to establish prob- 
able cause.18 A statement that the affiant “has reason to believe and does 
believe” was not regarded as a statement of fact.1® 


The majority opinion in the instant case based its result on an interpre- 
tation of rules 3 and 4 of the Federal Rules of Criminal Procedure,”® not 
on the fourth amendment. The Government contended that the com- 
plaint would be sufficient as an indictment under rule 7(c).?4 The Court 
pointed out in answer to this contention that in an indictment the grand 
jury has already found the existence of probable cause, whereas, in a 
case in which a warrant is applied for the existence of probable cause is 
the primary issue.2? The Court reaffirmed Johnson v. United States* 
which held that the Commissioner should make an independent judgment 


11 Swart v. Kimball, 43 Mich. 443, 5 N.W. 635 (1880). 
12 State v. Gleason, 32 Kan. 245, 4 P. 363 (1884). 
18 Go-Bart v. United States, 282 U.S. 344, 355 (1931). 
14 Blodgett v. Race, 18 Hun. 132-33 (N.Y. 1879). 


15 United States v. Baument, 179 Fed. 735 (N.D.N.Y. 1910); United States v. 
Wells, 225 Fed. 320 (W.D. Tenn. 1913); United States v. Ruroede, 220 Fed. 210 
(S.D.N.Y. 1915); Ex parte Dimming, 74 Cal. 164, 15 P. 619-20 (1887); United 
States v. Sapinkow, 90 Fed. 654, 660 (C.C.S.D.N.Y. 1898); People v. Smith, 1 Cal. 
9 (1850); Ex parte Haynes, 18 Wend. 611, 614 (N.Y. 1836). 

16 “The probable cause referred to in the 4th amendment to the Constitution, and 
which must be supported by oath or affirmation, must be submitted to the committing 
magistrate himself so he may exercise his own j tt to determine probable 
cause....” In re Rule of Court, 20 Fed. Cas. 1336 (No. 12126) (C.C.N.D. Ga. 1877). 

17 United States ex rel King v. Gokey, 32 F.2d 793-4 (N.D.N.Y. 1929). 

18 United States v. Green, 136 Fed. 618, 627 (N.D.N.Y.), aff’d, 199 U.S. 601 (1905). 

19 Ex parte Spears, 88 Cal. 640, 26 P. 608-9 (1891). 

20 See note 1 supra. 


21 Fep. R. Crm. P. 7(c): “The indictment or the information shall be a plain, 
concise and definite written statement of the essential facts constituting the offense 
charged. . . . It need not contain a formal commencement, a formal usion or any 
other matter not necessary to such statement... .” 

22 357 U.S. at 487. 


28 333 U.S. 10, 14 (1948). 
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in determining the existence of probable cause.* Under rule 4(a) the 
basis for finding the presence of probable cause must appear from the 
complaint.*® Since the complaint in the instant case contained no allega- 
tion that affiant spoke with personal knowledge of the matters contained 
therein, no indications of the sources of the complainant’s belief, and no 
other sufficient basis upon which a finding of probable cause could be 
made, it was inadequate as a basis for the issuance of an arrest warrant 
under the Federal Rules of Criminal Procedure.2* Nor could these de- 
ficiencies be cured by reliance upon a presumption of personal knowledge 
on the part of the affiant.?7 

In a dissenting opinion Mr. Justice Clark urged that the complaint was 
positive and absolute in its allegations. He pointed out that disclosure of 
sources of information is seldom required in narcotics cases, and that the 
petitioner’s objection that no other sufficient basis was provided over- 
looked the fact that the complainant stated under oath that there had 
been a violation of the law by the petitioner.** Mr. Justice Clark stated 
that while the decision would have little effect on narcotics cases, be- 
cause Congress has authorized officers to make arrests without a warrant 
where there are “reasonable grounds to believe that the person to be 
arrested has or is committing” a narcotics offense,”® the overall effect of 
the decision will be to confuse the established requisites for a complaint 
and place a burden on enforcement officers in other fields of criminal 
law.3° 

The decision in the instant case appears to be a warranted interpreta- 
tion of the Federal Rules of Criminal Procedure. The notes of the 
advisory committee indicated that these rules codified the existing law 
relating to issuance of warrants.*! Since the rules became effective in 
1946, there have been few federal decisions in point. In United States v. 
Langsdale** the court adhered to the principle that a complaint which is 
not based on personal knowledge and is unsupported by other proof con- 
fers no jurisdiction upon a United States Commissioner to issue a warrant. 
The Supreme Court in Brinegar v. United States** defined probable cause 
as knowledge and information sufficient to convince a man of reasonable 
caution that an offense has been committed. Thus a complaint based on 
an “anonymous tip” has been held insufficient.** 

While the instant decision places a strict and literal interpretation on 


24 357 U.S. at 486. 

25 See note 1 supra. 

26 See note 24 supra. 

27 Ibid. 

28 Id. at 490. 

29 Int. Rev. Cope or 1954, § 7607. 

30 357 U.S. at 491. 

8118 U.S.C.A. § 3041 (1951) ; 18 U.S.C. § 3771 (1952). 
$2115 F. Supp. 489 (W.D. Mo. 1953). 

83 338 U.S. 160, 175-76 (1949). 

%4 Contee v. United States, 215 F.2d 324, 327 (D.C. Cir. 1954). 
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rules 3 and 4(a),** it appears to be in conformance with past legal history 
in this area. It places a reasonable limitation on what facts will suffice 
as probable cause for the issuance of an arrest warrant. Undoubtedly 
this decision will be criticized by law enforcement officials until such 
time as the courts determine precisely what is necessary for a proper 
complaint. The opinion does not determine whether hearsay might be 
sufficient, but talks in terms of personal knowledge, disclosure of sources 
of information, and other cient bases. While the Court indicates 
what is wrong with the complaint in the instant case, it does not suggest 
what will suffice in the future. 

Since no clear standard has been established, Mr. Justice Clark’s 
observation has merit, but despite the confusion which must arise as the 
result of an unclear standard, the protection of individual freedom from 
undue restraint is more important. 

Thomas K. Cassidy 


PaTENTS—AssIGNOR EsTopPEL AS TO VALIDITY—Priok Pusitic Use—Na- 
tional Welding Equipment Co. v. Hammon Precision Equipment Co., 
165 F. Supp. 788, 119 U.S.P.Q. 13 (N.D. Cal. 1958). 


The defendant, during his employment by plaintiff, invented several 
devices and assigned the patent applications to the plaintiff. Subsequently, 
defendant left plaintiff's employment and set up his own company to 
manufacture and sell similar devices. Plaintiff sued defendant and his 
company alleging infringement of the patents which issued on the appli- 
cations assigned by defendant, contending that defendant and his com- 
pany were estopped from attacking the validity of these patents. De- 
fendant asserted that the patents were invalid on the grounds of public 
use! because more than a year prior to the filing dates of the patent 
applications, the defendant, as plaintiff’s sales representative, had caused 
the devices to be put in public use. Held, patent invalid; an assignor 
is not estopped from using prior public use to invalidate a patent. 

As a general rule, based on the theory of either estoppel by deed,? or 
more properly, equitable estoppel,® an assignor is estopped from attacking 
the validity of an assigned patent.* The rationale behind assignor equitable 


35 See note 1 supra. 

135 U.S.C. § 102 (b) (1952). 

2 Westinghouse Electric & Mfg. Co. v. Formica Insulation Co., 266 U.S. 342 
(1924) ; see 31 C.J.S. Estoppel § 10 (1958). 

8 Babcock & Wilcox Co. v. Toledo Boiler Works Co., 170 Fed. 81 (6th Cir. 1909) ; 
Badcock v. Clarkson, 63 Fed. 607 (1st Cir. 1894). Estoppel by deed strictly speaking 
is not applicable to the assignment of a patent because of the public interest in patent 
monopolies. See Automatic Paper Machinery Co. v. Marcalus Mfg. Co., 147 F.2d 608, 
613, 64 U.S.P.Q. 320 (3d Cir. 1945), aff'd on other grounds sub. nom., Scott Paper 
Co. v. Marcalus Mfg. Co., 326 U.S. 249, 67 U.S.P.Q. 193 (1945). 

4 Westinghouse Electric & Mfg. Co. v. Formica Insulation Co., supra note 2; 
United States Appliance Corp. v. Beauty S Supply Co., 121 F.2d 149, 50 U.S.P.Q. 
40 (9th Cir.), cert. denied, 314 U.S. 680 (1941). 
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estoppel is that “having received a valuable consideration, he may not 
derogate from his grant by denying that it had any value.” * This rule 
does not, however, apply where the party claiming the estoppel had 
knowledge of the facts involved or was not misled to his prejudice.® 

The assignor may avoid infringement liability by using the prior art to 
limit the scope of the patent claims,’ but this defense may not be used 
as a disguise for an attack on the validity of the patent. The Supreme 
Court said this distinction “may be a nice one but seems to be workable.” ® 
In addition, the assignor may avoid infringement liability by showing 
that his device was based solely on prior art.’ 

In Buckingham Products Co. v. McAleer Mfg. Co.,'4 one of the de- 
fendants, while employed by the plaintiff, made an invention which was 
put in public use and on public sale several years before the patent appli- 
cation was filed. Defendant, sg assigning the application to plaintiff, 
helped in the prosecution of the application even though he was aware 
of its prior public use. The Sixth Circuit refused to set aside the assignor 
estoppel rule because “if there were fraud . . . [defendant] participated 

. [O]ne may not profit by his own fraud.” 1* However, one year later, 
this same court in Stubnitz-Greene Spring Corp. v. Fort Pitt Bedding Co."* 
while discussing this rule noted “the principle of estoppel applicable to 
assignments . . . of patents or applications . . . has its limits. A convey- 
ance of this character . . . does not operate to pass or bind an interest 
plainly non-existent. . . .” Later in Scott Paper Co. v. Marcalus Mfg. 
Co., * the defense of the assignor was that the alleged infringing machine 
was a copy of a machine in an expired prior eT, The Supreme Court 
permitted this defense because “the patent laws . . . dedicate to public 
use the invention of an expired patent.” 1 

In recent years, the most significant cases have involved the doctrine 
of licensee estoppel under which a licensee is estopped to deny the valid- 
ity of his licensor’s patent in a suit for royalties..* The close analogy 


5 Babcock & Wilcox Co. v. Toledo Boiler Works Co., supra note 3, at 84. See also 
31 C.J.S. Estoppel § 109 (a) (1958). 


6 31 C.J.S. Estoppel § 109 (b) (1958). 


7 Noonan v. Chester Park Athletic Club Co., 99 Fed. 90 (6th Cir. 1900); accord, 
Ball & Socket Fastener Co. v. Ball Glove Fastening Co., 58 Fed. 818 (1st Cir. 1893). 


8 Piano Motors Corp. v. Motor Player Corp., 282 Fed. 435 (3d Cir. 1922); Alvin 
Mfg. Co. v. Scharling, 100 Fed. 87 (C.C.D.N.J. 1900). 


® Westinghouse Electric & Mfg. Co. v. Formica Insulation Co., supra note 2, at 351. 

10 Dixie-Vortex Co. v. Paper Container Mfg. Co., 130 F.2d 569, 54 U.S.P.Q. 440 
(7th Cir.), cert denied, 317 U.S. 686 (1942). See also Galion Iron Works & Mfg. 
Co. v. Beckwith Machinery Co., 105 F.2d 941, 42 U.S.P.Q. 219 (3d Cir. 1939). 

11108 F.2d 192 (6th Cir. 1939). 

12 Jd. at 195. 

18 110 F.2d 192, 196 (6th Cir. 1940). 

14 326 U.S. 249 (1945). 

15 Jd. at 257-58. 

16 United States v. Harvey Steel Co., 196 U.S. 310 (1905); Steiner Sales Co. v. 


Schwartz Sales Co., 98 F.2d 999, 38 U.S.P.Q. 15 (10th Cir. 1938), cert. denied, 305 
U.S. 662 (1939). 
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between the licensee estoppel rule and assignor estoppel rule is illustrated 
by their similar limitations. The licensee can narrow the scope of the 
licensor’s patent claims,’’ but can not thereby disguise an attack on the 
validity of the patent.1* The licensee can show his device was built wholly 
according to the teaching of the prior art.’® The licensee can attack the 
validity of the licensor’s patent if it is a copy of a prior expired patent.” 
In addition, the Supreme Court, for public policy reasons, has refused to 
apply the licensee estoppel rule to a license agreement containing price- 
fixing provisions which violate the antitrust laws*! despite the licensee’s 
agreement to the contrary” and even though only enforcement of the 
royalty provisions was sought.”* 

Because of the aforementioned exceptions to both the assignor and 
licensee estoppel rules which have been established in recent years, the 
existence of these rules has been seriously questioned.** However, in 
Automatic Radio Mfg. Co. v. Hazeltine Research, Inc.,> the Supreme 
Court applied the licensee estoppel rule when the licensee under a general 
licensing agreement attempted an attack on all of its licensor’s patents in 
the absence of a price-fixing provision in the license.?* Consequently in 
Hall Laboratories, Inc. v. National Aluminate Corp." the Third Circuit 
Court of Appeals refused to extend the Scott rule to permit the licensees 
to attack the validity of the licensor’s patent on the basis of prior art litera- 
ture being equivalent to a prior expired patent. The court noted that the 
Supreme Court had not relaxed the licensee estoppel rule to that extent, 
but rather had later reaffirmed the traditional doctrine.”* 

In the instant case, the District Court allowed the assignor to attack the 


17 Kenyon vy. Automatic Instrument Co., 186 F.2d 752, 88 U.S.P.Q. 301 (6th Cir.), 
cert. denied, 342 U.S. 820 (1951); Kessel v. Vidrio Products Corp., 113 F.2d 381, 
45 U.S.P.Q. 636 (7th Cir.), cert. denied, 311 U.S. 703 (1940). 

18 Limbershaft Sales Corp. v. A. G. Spalding & Bros., 111 F.2d 675, 45 U.S.P.Q. 
288 (2d Cir. 1940). 

19 Casco Products Corp. v. Sinko Tool & Mfg. Co., 116 F.2d 119, 47 U.S.P.Q. 484 
(7th Cir. 1940), cert. denied, 312 U.S. 693 (1941); Howe v. Atwood, 47 F. Supp. 
979 (E. D. Mich. 1942). 

20 See Hall Laboratories, Inc. v. National Aluminate Corp., 224 F.2d 303, 308, 106 
U.S.P.Q. 39, 43 (3d Cir. 1955), cert. denied, 350 U.S. 932 (1956). 

21 Sola Electric Co. v. Jefferson Electric Co., 317 U.S. 173, 55 U.S.P.Q. 379 (1942). 

22 Edward Katzinger Co. v. Chicago Metallic Mfg. Co., 329 U.S. 394, 72 U.S.P.Q. 
18 (1947). 

28 MacGregor v. Westinghouse Electric & Mfg. Co., 329 U.S. 402, 72 U.S.P.Q. 21 
(1947). 

24 Scott Paper Co. v. Marcalus Mfg. Co., supra note 14, at 263 (dissent); Mac- 
Gregor v. Westinghouse Electric & Mfg. Co., supra note 23, at 416 (dissent) ; Douglass 
v. United States Appliance Corp., 177 F.2d 98, 83 U.S.P.Q. 41 (9th Cir. 1949). 

25 339 U.S. 827, 85 U.S.P.Q. 378 (1950). 

26 But see, Automatic Radio Mfg. Co. v. Hazeltine Research, Inc., 176 F.2d 799, 
82 U.S.P.Q. 324 (Ist Cir. 1949), aff'd, 339 U.S. 827, 85 U.S.P.Q. 378 (1950) where 
the lower court was unable to find a genuine issue as to validity; accord, Hall Labora- 
tories Inc. v. National Aluminate Corp., supra note 20 (dissenting in part and con- 
curring in part). 

27 224 F.2d 303, 106 U.S.P.Q. 39 (3d Cir. 1955), cert. denied, 350 U.S. 932 (1956). 

28 But cf. Automatic Paper Machinery Co. v. Marcalus Mfg. Co., supra note 3. 
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validity of the patent “ showing prior public use and reasoned that 
public interest in free exploitation of barf properly in the public domain 
and not subject to a patent monopoly overcame judicial concern for 
private good faith.” The court thus extended the rule of the Scott case 
by accepting the reasoning that either a prior public use or a prior 
expired patent places the device within the public domain. The court 
recognized that its holding was in conflict with the Buckingham case 
but relied on the rationale of the Scott case along with other decisions to 
support its conclusion.*° 

In general, the assignor estoppel rule produces desirable results since 
it prevents the assignor from destroying the value of the assigned patent 
after the assignor has benefited from the assignment. The Scott case 
established a reasonable exception to the assignor estoppel rule because 
by statute the expiration of a patent dedicates its disclosure to the public 
and this consideration is superior to any private equitable considerations. 
Yet, as the Hall case recognized, the public policy limitation to the as- 
signor estoppel rule should be limited to the Scott situation and not ex- 
tended to include prior art literature. In view of these cases, the rationale 
of the instant case is questionable. Its result is considered proper, how- 
ever, because it can be justified on a different basis. Both the assignor 
and assignee knew of the prior public use since they put the device in 

ublic use and further knew, or were charged with knowing, that public 
use places the invention in the public domain, and that the issuance of a 
patent would not withdraw it. Both knew the patent was invalid. The 
assignee having caused the prior public use could not have been misled to 
his prejudice.*t Thus the assignor estoppel rule should not be applied in 
this case because the facts do not bring it within the proper scope of the 
rule. Both parties knew they were contracting “to pass or bind an 
interest plainly non-existent . . .” and this limitation, as in the Stubnitz- 
Greene case, should be controlling. 

William A. Kemmel 


PaTENTS—EVIDENCE—PRIVILEGED CoMMUNICATIONS—International Minerals 
and Chemicals Corp. v. Golding-Keene Co., 162 F. Supp. 137, 118 
U.S.P.Q. 500 (W.D.N.Y. 1958). 


Plaintiff sought a declaratory judgment that a patent issued to defen- 
dant was invalid or not infringed. Plaintiff requested that the defendants 
produce all documents relating to the prosecution of the patent in suit 
including correspondence between the defendants and any patent agent, 
solicitor or attorney. Some of the documents originated with, or were 
directed to, a patent agent who was not a member of the bar. Defendant 


29 165 F. Supp. at 792. 


80 Westinghouse Electric & Mfg. Co. v. Formica Insulation Co., supra note 2; 
Douglass v. United States Appliance Corp., supra note 24. 


81 31 C.J.S. Estoppel, supra note 6. 
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filed with the court a set of all such documents but refused to furnish 
plaintiff with copies of the documents on the grounds that they were 
privileged. Held, the documents were privileged; the privilege of non- 
disclosure extends to communications between a client and a patent agent 
who is under the immediate supervision of an attorney. 

Communications between a client and his attorney, or one under the 
attorney’s immediate supervision, are privileged where confidential legal 
advice of any kind is sought.’ This rule is founded upon the necessity of 
freedom of communication between attorney and client to assure that 
the client can obtain adequate legal advice.” 

The attorney-client privilege rule is inapplicable to a transaction not 
confidential in nature and not requiring the services of an attorney.® 
Where non-legal services are rendered by members of the bar, communi- 
cations regarding them are not privileged.* Similarly, communications 
to a patent agent, not a member of the bar, were held not to be privi- 
leged in an early case.5 Although subsequent cases have not seriously 
questioned this case, some commentators have advanced strong argu- 
ments for including patent agents and other administrative practitioners 
within the privilege.® 

Under the work product rule, protection similar to the attorney-client 
privilege has been accorded an attorney’s opinions, impressions and obser- 
vations made on behalf of his client while in actual preparation for trial 
or with an eye toward litigation.’ However, the protection of an attor- 
ney’s work product is distinct from the attorney-client privilege.* The 
work product rule is founded upon the consideration that an attorney’s 
files should ordinarily remain free from intrusion by opposing counsel 
so that the adversary system of litigation will be preserved.® Also, unlike 
the protection of the attorney-client privilege, that given the work 
product may be lost whenever good cause is shown.'® 

The protection to be given a patent attorney’s correspondence was 
first discussed extensively in United States v. United Shoe Machinery 
Corp. which held most of nearly eight hundred letters to and from 
persons in United’s patent department not to be privileged.” The court 


18 WicMmoreE, Evipence § 2292 (3d ed. 1940). 
2 Hunt v. Blackburn, 128 U.S. 464, 470 (1888). 
3 8 WicMmorE, Evipence § 2296 (3d ed. 1940). 


4 Pollack v. United States, 202 F.2d 281, 286 (5th Cir. 1953); Olender v. United 
States, 210 F.2d 795, 806 (9th Cir. 1954) ; United States v. Vehicular Parking, 52 F. 
Supp. 751 (D. Del. 1943). 


5 Brungger v. Smith, 49 Fed. 124 (C.C.D. Mass. 1892). 


68 WicMmore, Evipence § 2300a (3d ed. 1940); 1950 U. Int. L.F. 486; 51 Micx. 
L. Rev. 601 (1952) ; 32 Texas L. Rev. 453 (1954). 


7 Hickman v. Taylor, 329 U.S. 495 (1947). 

8 Connecticut Mut. Life Ins. Co. v. Shields, 16 F.R.D. 5, 8 (S.D.N.Y. 1954). 
® Hickman vy. Taylor, supra note 7. 

10 Walsh v. Reynolds Metals Co., 15 F.R.D. 376 (D.N.J. 1954). 

1189 F. Supp. 357, 85 U.S.P.Q. 5 (D.Mass. 1950). 

12 Jd. at 361, 85 U.S.P.Q. at 8. 
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found particular significance in the fact that some employees of United’s 
patent department were not members of the bar of the state in which 
they worked, although they were members of a bar of another state, and 
that other employees were not members of any bar.'* In this case, Judge 
Wyzanski set forth the rule, almost always cited where the claim of 
privilege arises in patent cases, that the privilege applies only if the com- 
munication was made in confidence to a person who was a member of the 
bar, or his subordinate, and the person was acting as a lawyer in connec- 
tion with the communication.'* 

In Zenith Radio Corporation v. Radio Corp. of America® the court 
was concerned with a claim of privilege for over sixteen hundred docu- 
ments to and from members of corporate patent departments.’ The 
court specifically found that the work of a patent attorney in prose- 
cuting a patent application was not legal in nature and ruled that since 
much of the work done by corporate patent attorneys could also be 
carried on by patent solicitors or agents who are not members of the 
bar’? the majority of the documents were not privileged. The court 
further found that the documents did not meet the requirements of the 
work product rule because the persons involved were neither acting as 
lawyers nor actually preparing for trial.’® 

The rules of privilege set forth in United Shoe and Zenith were sub- 
sequently given a limited interpretation in Georgia-Pacific Plywood v. 
U. S. Plywood Corp. where it was held that non-membership in the 
bar of the state in which he acted was merely one factor to be considered 
in determining whether a patent attorney was “acting as a lawyer.””° 
The court noted that some reformers and commentators advocate the 
attorney-client privilege if the attorney is licensed to practice law in any 
state or nation which recognizes the privilege”* or if the client has the 
bona fide belief that the attorney is so licensed.” 

13 Jd. at 360, 85 U.S.P.Q. at 7. 

14 


The privilege applies only if (1) the asserted holder of the privilege is or sought 
to become a client; (2) the person to whom the communication was made (a) 
is a member of the bar of a court, or his subordinate and (b) in connection 
with this communication is acting as a lawyer; (3) the communication relates 
to a fact of which the attorney was informed (a) by his client (b) without 
the presence of strangers (c) for the purpose of securing primarily either 
(i) an opinion on law or (ii) legal services or (iii) assistance in some legal 
proceeding, and not (d) for the purpose of committing a crime or tort; and 
(4) the privilege has been (a) claimed and (b) not waived by the client. 
Id. at 358, 85 U.S.P.Q. at 6. 
a F. Supp. 792, 101 U.S.P.Q. 317 (D. Del. 1954) ; 23 Geo. Wasu. L. Rev. 786 
(1955). 
16 Jd. at 793, 101 U.S.P.Q. at 317. 
17 Td. at 794 n. 1, 101 U.S.P.Q. at 318 n. 1. 
18 Jd. at 795, 101 U.S.P.Q. at 319. 
19 18 F.R.D. 463, 108 U.S.P.Q. 294 (S.D.N.Y. 1956). 
20 Td. at 465, 108 U.S.P.Q. at 295. 
21 Jd. at 466, 108 U.S.P.Q. at 296. The court réferred to Monet Cope or EvipeNnce 
rule 209 (b) (1942). 
228 Wicmore, Evipence $ 2302 (3d ed. 1940). 
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The Zenith case was further distinguished in Ellis-Foster v. Union 
Carbide Carbon Corp., a recent case which held that a patent attorney’s 
correspondence does not lose its privileged status merely because the 
prosecution of a patent application is involved. In contrast to the 
United Shoe and Zenith cases, where a large number of documents were 
involved, the court here was able to analyze the limited number of 
documents piece by piece before finding that they in fact contained legal 
advice and, hence, were privileged.** 

Of the seventeen documents for which privilege was sought in the 
principal case, six were letters where neither correspondent was a mem- 
ber of the bar of any jurisdiction. These letters were between the de- 
fendant corporation or the inventor and a patent agent working for the 
law firm of the attorney representing the corporation.%* The subject 
matter of these letters was the application of the eee in suit and all of 
the letters were written during the prosecution of the application.** The 
court held that the patent agent was under the “immediate supervision” of 
the law firm attorney*® and that the letters were subject to a claim of 
privilege. In finding the correspondence privileged, the court followed the 
rationale of the Georgia-Pacific Plywood case that non-membership in the 
bar of the state in which he acted was merely one factor in determining 
whether an attorney’s correspondence is privileged.”® The court extended 
this rule still further by holding that the privilege extends to the corre- 
spondence of a non-attorney who is under the direct supervision of a 
member of the bar of any jurisdiction. 

In considering the more serious question of whether the attorney, or 
the patent agent under his supervision, was “acting as a lawyer,” the 
court was aware of the similarity between the documents for which 
discovery was permitted in the Zenith case and the correspondence in the 
instant case.*° The court specifically noted that the correspondence related 
to proposed amendments of the patent application and, although the 
court’s language was not clear on this point,*! this would seem to refer to 
the ex parte prosecution of the application. Thus, in holding the corre- 
spondence privileged, the court apparently did not follow the rationale of 
Zenith which would deny the privilege where the documents related to 
ex parte prosecution of patents in the Patent Office. Rather, the court 
read the documents line by line and page by page,*? as in the Ellis-Foster 


23 159 F. Supp. 917, 920, 116 U.S.P.Q. 576, 578 (D.N.J. 1958). 

24 Id. at 918, 116 U.S.P.Q. at 576. 

25 Answer by Defendants, pp. 2-3, International Minerals and Chemicals Corp. v. 
Golding-Keene Co., 162 F. Supp. 137, 118 U.S.P.Q. 500 (W.D.N.Y. 1958). 

26 Ibid. 

27 Ibid. 

28 162 F. Supp. at 140, 118 U.S.P.Q. at 502. 

29 Ibid. 

80 Jd. at 141, 118 U.S.P.Q. at 503. 

81 Jd. at 141, 118 U.S.P.Q. at 502. 

82 Tbid. 
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case, before coming to the conclusion that the letters contained suggested 
legal advice based on the proposed amendments.** In further distinguish- 
ing the Zenith case the court noted that the documents in that case were 
not the attorney’s “work product.” * 

This implication by the court that the documents in question were 
protected as the attorney’s work product was unfortunate since it failed 
to distinguish between the work product rule and the attorney-client 
privilege.** It seems clear, since the documents were not prepared during 
actual preparation for trial, that the work product rule was inapplicable. 
The attorney-client privilege, however, was applicable and the instant 
holding properly limits the broad rules laid down in Zenith and United 
Shoe. The broad statement in Zenith that an attorney’s duties in per- 
forming patent prosecution are not legal in nature has been capers | 
criticized.** The Ellis-Foster case recognized that correspondence regard- 
ing patent prosecution may in fact be legal in nature. Moreover, Georgia- 
Pacific Plywood held, notwithstanding United Shoe, that lack of bar 
membership was only one factor to be considered when the privilege is 
sought in patent cases. Consequently, the instant case is deemed sound, 
for the court was aware that papers relating to patent prosecution may, 
in fact, contain confidential advice from one acting lawfully in the same 
advisory capacity as a member of a bar and, hence, are subject to the 
attorney-client privilege. 

Richard E. Kurtz 





83 Jd. at 141, 118 U.S.P.Q. at 503. 

34 Ibid. 

35 For a more complete discussion of the distinction, see 25 Gro. Wasu. L. REv. 
371 (1957). 

36 See 23 Geo. WasH. L. Rev. 786 (1955). 
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REVIEWS OF SELECTED GOVERNMENT 
PUBLICATIONS 


The George Washington Law Review, in keeping with one of its 
basic objectives of aiding the legal profession to keep abreast of 
significant developments in public or governmental law, frequently 
devotes a separate section to reviews, notes and listings of selected 
recent government publications. The inclusion of this feature is 
motivated in part by the belief that many significant government 
publications often fail to receive the publicity or careful attention 
that they merit. 


Network BroapcastincG: REporT OF THE Network Stupy StTaFF To 
THE Network Strupy CommirtteE, by the Federal Communications 
Commission, 1957. Printed as H.R. Rep. No. 1297, 85th Cong., 2d Sess. 
(1958). Washington: Government Printing Office. 737 pages. 


From 1941 until the present day, business relationships between the 
networks and their affiliated broadcasting stations have been regulated by 
the chain-broadcasting rules adopted in that year by the Federal Com- 
munications Commission, following an investigation carried out from 
1938 to 1940. First adopted with respect to radio broadcasting, these rules 
were applied without change to television in the infancy of that medium. 
In 1955, the Commission initiated a new study “to determine whether the 
present operation of television and radio networks and their relationships 
with stations and other components of the industry tend to foster or 
impede the development of a nationwide, competitive broadcasting sys- 
tem;” more specifically, the study was “to provide the Commission with 
a basis for reappraisal of the chain-broadcasting rules, to determine 
whether the Commission should recommend legislation relative to broad- 
casting and to provide a basis for comments by the Commission on bills 
before the Congress bearing on broadcasting.” ‘The study was undertaken 
by a special staff, headed by Dean Roscoe L. Barrow of the University of 
Cincinnati Law School, under the supervision of a Network Study Com- 
mittee consisting of four members of the FCC and headed by its Chair- 
man. 

The Report under consideration here was completed by the Staff in 
1957. An additional report, on the subject of programing, has been 
delayed by litigation regarding the collection of the necessary data. 

Since the major immediate policy problems facing the Commission and 
the Congress are in the television field, the Report is largely devoted to 
this industry, and within this industry principal attention is given to a 
detailed consideration of network-station relations. These relations them- 
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selves, and the legal and economic issues involved in their control, are of 
great interest to the student of the general subject of economic regula- 
tion, and, indeed, to anyone who is concerned with the proper content 
of the legal framework for a private enterprise economy. Network- 
station relations are described in the Report with clarity and thorough- 
ness; moreover, the pros and cons of the policy issues they raise are set 
forth with what seems to this reviewer an exemplary lack of bias. Sub- 
jects discussed include the criteria and machinery used by the networks in 
selecting their affiliates, and in the process of disaffiliation; the position 
of stations serving small or “overshadowed” markets; radio network 
affiliation and multiple station ownership as they affect the selection of 
television affiliates; the so-called “right of first call” (in accordance with 
which network programs are always offered to affiliated stations before 
they are offered to these stations’ competitors); the relative shares of the 
station and the network in gross revenues from time sales; and those two 
controversial aspects of network policy known as “must-buy” and 
“option time.” The “must-buy” practice is a network requirement that a 
purchaser of station time through the network must buy time on all of 
a specified minimum line-up of stations. “Option time” refers to a provi- 
sion in the network-station affiliation contract which gives the network 
a prior right to certain specified hours of each station’s broadcast day. 
The discussion of these two practices includes a closely reasoned analysis 
of their status under the antitrust laws. The Staff’s policy recommenda- 
tions deal mainly with network-station relations and are analyzed in an 
article in this issue of the George Washington Law Review. 

The Report contains a comprehensive descriptive treatment of the 
communications industry and the legal background which has played 
such an important part in determining its structure. The historical 
development of television and the economic implications of the UHF- 
VHF allocation problem are described, and special attention is given to 
the measurement of concentration of ownership and supply control in 
national television advertising. Statistics are presented showing the pro- 
portion of national television time sales made through the networks, the 
proportion of tangible broadcast property held by the networks and 
network-owned stations, the networks’ share of television revenues, 
expenses, and net income before federal income taxes, etc. However, 
no doctrinaire conclusions with respect to economic performance in 
television are drawn from the relatively high concentration ratios re- 
vealed by some of these measurements. The Staff’s policy recommenda- 
tions do not rest upon this sort of “market analysis.” 

There are also a relatively brief but enlightening treatment of the 
structure and development of radio broadcasting, with emphasis upon 
the significant recent changes in that industry, and a discussion of inter- 
connection costs and facilities which brings out the important relation 
between the economics of broadcasting and the rate and service policies 
of the telephone companies regulated by the FCC as common carriers. 
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The Communications Act of 1934 and its interpretation by the courts 
and the Commission are treated at length in a chapter centering around 
the formulation of an accepted and acceptable specific content for the 
key concept of “public interest” in connection with broadcast television. 
The Report takes up the development of this concept by the Commission 
itself in several decisional contexts—namely, “allocation procedures, rule- 
making proceedings affecting the licensing function and the network- 
affiliate relationship, general policy statements, grants of licenses to sole 
applicants, license renewals, license transfers, license modifications, and 
comparative hearings involving mutually exclusive applications for the 
same channel” (p. 156). There emerges a highly illuminating picture of the 
Commission’s major function and raison detre in the broadcasting field— 
that is, the licensing of applicants to operate radio and television broad- 
casting stations. As the Report shows, “the Commission has developed 
numerous policy themes including the promotion of competition among 
and between all broadcasting ap oT the encouragement of diver- 
sity in ownership and control of broadcast facilities, and the public 
service responsibility of broadcast licensees” (pp. 156-157). One of the 
Staff’s chief recommendations with respect to the licensing function 
is that the Commission exert greater influence over the ownership of 
broadcasting stations through a more extensive and rigorous use of the 
comparative hearing procedure in connection with renewals and transfers 
of broadcast licenses. The fundamental question raised here is whether 
it is desirable to extend the scope of administrative power (or, indeed, to 
maintain the present scope of that power) in the absence of a generally 
accepted and objectively definable standard by which its exercise may be 
judged. 

The Report offers a well-organized, comprehensive presentation of the 
facts and issues with which those who make decisions regarding econom- 
ic regulation of broadcasting should be familiar. Policy recommenda- 
tions are supported by unequivocal arguments and in the opinion of this 
reviewer are almost always well-founded. The Network Study Staff 
has served the Commission and the Congress well, and it is to be hoped 
that its Report will receive the careful study which it certainly deserves. 


*Lucile Sheppard Keyes 


Srupies oN GENERAL REVISION OF THE CopyricHtT Laws. Washington: 
Copyright Office, 1957-1958 and continuing. (Individual studies avail- 
able without charge to those having a special interest in revision of the 
Copyright Law and desiring to make comments.) 


The Copyright Office and Congress are cooperating in a unique and 
salutary program for legislative revision of the Copyright Act. In order 
to prepare a solid foundation for drafting and weighing specific reform 





* For biographical material, see article by same author supra. 
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legislation, Congress has authorized the Copyright Office to undertake a 
program of studies of principal problem areas. Preliminary studies are 
painstakingly prepared by copyright specialists on particular problem 
areas. These are then circulated among a panel of consultants for their 
comments and views. The consultants are leading experts in copyright 
law, selected so as to give a representative cross-section of varying view- 
points, and so as to include lawyers cognizant of problems of the 
different segments of the affected industries and groups, such as pub- 
lishers, art, movies, theatre, music, industrial design and education. The 
studies are thereafter reproduced in mimeographed form by the Copy- 
right Office along with the comments of the consultants. This is the 
present form of the studies, but the Copyright Office hopes to have the 
studies in more definitive form and printed for a more general distribu- 
tion later. 

The following studies have been completed and may now be obtained 
from the Copyright Office by those who have a special interest in copy- 
right law revision and a desire to comment on the studies: 


PRELIMINARY Stupy A. Tue History or U.S.A. Copyricnut Law Revi- 
SION 1901-1954, by A. A. Goldman, Chief of Research, Copyright Of- 
fice, who is in charge of the Revision Study Program. Copyright 
Office, 1957. 26 pages, including supplementary note on revision of 
patent and trademark laws. (A short but good survey of the prior 
legislative revisions of the Copyright laws since 1901.) 


Srupy No. 1. THe Computsory License Provisions OF THE UNITED 
States CopyricHt Law, by Professor Harry G. Henn, of Cornell 
University Law School. Copyright Office, 1957. 150 pages, including 
comments of Consultants. (An excellent scholarly analysis of the con- 
troversial “two cents a side” compulsory licensing provision for me- 
chanical recordings. Professor Henn also discusses the industry 
practices and presents an objective analysis of the problems and issues. ) 


Stupy No. 2. THe DaMacE Provisions OF THE UNITED States CopyRIGHT 
Law, by William S. Strauss, Attorney-Advisor, Copyright Office. 
Copyright Office, 1957. (A good discussion of the complex damage 
provisions for infringement of various types of copyrighted works.) 


Srupy No. 3. Duration or Copyricut, by James J. Guinan, Member of 
the District of Columbia Bar, formerly Head of the Book Section, 
Copyright Office Examining Division. Copyright Office, 1957. 90 pages 
including comments. (A fine study of the questions concerning the 
length of copyright protection, including the duration of copyright 
in other countries and proposals made in this country for extending the 
length of protection.) 


Srupy No. 4. Drvisipiiry oF sackarsrug te J Abraham L. Kaminstein, 
Chief, Examining Division, Copyright ce, with a supplement on 


Divisibility in Relation to Income Tax, by Lorna G. Margolis, Head of 
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the Renewal and Assignment Section, Examining Division, Copyright 
Office, and a —— on Divisibility in the Laws of Foreign Coun- 
tries, by Arpad Bogsch, Attorney-Advisor, Copyright Office. Copy- 
right Office, 1958. 146 pages, including supplements and comments. 
(This is a penetrating analysis of the judge-made rule of “indivisibility” 
or unity of ownership of the copyright that perpetually plagues 
periodical and music publishers.) 


Srupy No. 5. THe Unautuorizep Dup.icaTion oF Sounp REcORDINGS, 
by Barbara A. Ringer, Assistant Chief, Examining Division, Copyright 
Office. Copyright Office, 1958. 108 pages, including comments. (A 
very interesting exposition of the problems presented in duplication 
of sound recordings without permission, such as whether records are 
copyrightable, are indirectly protectable under the Bee 6 ae statute, 
the extent of protection under the common law of unfair competition 
in cases such as those of Fred Waring, Paul Whiteman and Capitol 
Records, and an analysis of the numerous attempts to secure legislation 
on the subject.) 


Srupy No. 6. Norice or Copyricut, by Vincent A. Doyle, of the Dis- 
trict of Columbia Bar, George D. Cary, General Counsel of the Copy- 
right Office, Marjorie McCannon, Assistant Chief of the Reference 
Division, Copyright Office and Barbara A. Ringer, Assistant Chief of 
the Examining Division, Copyright Office. Copyright Office, 1958. 
100 pages including comments. (This excellent study is an authoritative 
analysis of the judicial decisions on the Notice Provisions of the Copy- 
right Act, a comparative study of notice requirements in the law of 
foreign countries and a discussion of prior legislative proposals for 
revision of the notice requirements.) 


Stupy No. 7. Prorecrion oF UNPuBLISHED Works, by William Strauss, 
Attorney-Advisor, Copyright Office. Copyright ce, 1958. 86 pages 
including comments. (Mr. Strauss treats the protection of unpublished 
works under the common law, under Section 12 of the Copyright Act, 
under international conventions, foreign laws and legislative proposals 
concerning protection of unpublished works.) 


Srupy No. 8. Liasitiry oF Innocent INnFrincers, by Alan Latman, Spe- 
cial Adviser to the Copyright Office and William S. Tager, of the 
Massachusetts Bar. Copyright Office, 1958. 58 pages including com- 
ments. (A study of the various infringement provisions of the Copy- 
right Act and the status of “innocent” infringers under these sections 
as interpreted by the courts, and proposed changes in the statute.) 


Srupy No. 9. THe OPERATION OF THE DAMAGE PROVISIONS OF THE CopPy- 
RIGHT Law: AN Expioratory Srupy, by Professor Ralph S. Brown, Jr., 
of the Yale Law School and Co-editor of a Casebook on Copyright 
Law in preparation, assisted by William A. O’Brien and Herbert 
Turkington. Copyright Office, 1958. 80 pages including tables and 
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comments. (Professor Brown has made an extremely interesting ex- 
perimental study to ascertain the actual operation of the complicated 
damage provisions of the Copyright Act. The study analyzes the 
litigated copyright damages cases from 1938 to 1957, and the results 
of information obtained from questionnaires and interviews and shows 
the monetary 7 and attorneys fees awarded. The study also 
discusses the extent of use of indemnity and insurance against copy- 
right infringement liability and sets forth some information on repre- 
sentative ASCAP fees. This empirical study is a type that would be of 
considerable value in several other areas of copyright law.) 


Srupy No. 10. Fam Use or CopyricHtep Works, by Alan Latman, Spe- 
cial Adviser to the Copyright Office. Copyright Office, 1958. 67 pages 
including comments. (This is a fine study of the doctrine of “fair 
use” developed by the courts as a limitation on copyright protection 
principally to prevent copyright from retarding science, knowledge, 
critical discussion and teaching. Mr. Latman discusses some of the 
varying theories and criteria of the doctrine, compares it to foreign 
laws, analyzes the many proposals for legislation concerning fair use 
and presents a good foundation for Congress on the controversial 
question of whether to codify the doctrine or continue to leave it a 
flexible judge-made and applied rule.) 


Stupy No. 11. Works Mabe ror Hire anp On Commission, by Borge 
Varmer, Attorney-Advisor, Copyright Office. Copyright Office, 1958. 
43 pages including comments. (A study of the problems concerning 
rights in works written by employees in the course of employment, 
by authors commissioned to write for a fixed fee and works acquired 
from an author who wrote without any prior contract.) 


Srupy No. 12. Tue Economic Aspects oF THE Computsory LICENSE IN 
THE CopyricuTt Law, by W. M. Blaisdell, Economist, Copyright Office. 
Copyright Office, 1958. 64 pages including comments. (This is a 
provocative analysis of the economics of the recording industry and 
the effects of the compulsory licensing provision. Mr. Blaisdell’s study 
endeavors to ascertain whether there is now any monopoly problem to 
justify the continuation of the controversial compulsory licensing pro- 
vision. He concludes that any monopoly problems that may arise in 
the industry can be adequately dealt with by judicious application of 
the antitrust laws—that retention of the compulsory licensing require- 
ment does not seem to be required.) 


Srupy No. 13. Jonvr Ownersuip or Copyricuts, by George D. Cary, 
General Counsel, Copyright Office. Copyright Office, 1958. 62 pages 


including comments. (A fine study of some of the perplexing problems 
involving jointly authored works, analyzing the judicial decisions, 
comparing foreign laws and sketching possible approaches toward 
revision. ) 
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This series of studies is not yet completed. There are in preparation 
additional studies, including some on such problem areas as: Limitations 
on Performing Rights, The Registration System, Recordation of Assign- 
ments and Licenses, The Deposit System, Uses of the Copyright Notice, 
and probably several other shorter studies on more minor problems. 
These studies will also be circulated among the consultants and later 
published in preliminary form by the Copyright Office. 

These Revision Studies, when completed, will constitute collectively 
a fine treatise on the subject of Copyright Law although there is neces- 
sarily some oversimplification because of the purpose of the program. 
When the Copyright Office eventually prints and publishes them in final 
form with sufficient copies for general distribution every good law 
library should contain them. But the Revision Study Program has even 
greater significance. It presents an excellent model for legislative revision 
in other areas. Law reform can proceed far more intelligently if the 
legislators have available from the beginning objective presentations of 
the basic issues and their backgrounds. Such studies provide a sound 
basis for evaluation of the partisan viewpoints customarily predominat- 
ing normal Congressional Committee hearings. Congress would be well- 
advised to make greater use of this method of securing informed and 
objective analysis of existing laws and proposed changes in future law 
revision programs. 

*Glen E. Weston 


FEDERAL TRADE CoMMISSION Economic REPorT ON ANTIBIOTICS MANU- 


FACTURE. Washington: Government Printing Office, 1958. 361 pages, 
$1.00. 


This is a provocative economic study of the antibiotics industry. It 
traces the development of the industry from the discovery of penicillin 
through the year 1956 when there were 12 companies producing one or 
more of the various antibiotics. The study shows the several kinds of 
antibiotics that have been patented, discusses the production processes, 
the marketing systems and discloses the complex patent ownership, 
licensing and patent litigation in the industry. A considerable part of the 
Report is devoted to the pricing and the use of fair trade in the industry. 
The Report contains a wealth of statistical data on the extent of produc- 
tion, the pricing history and the profit levels of the industry. It discusses 
the promotion and advertising practices and policies as well as the research 
policies. The Report concludes that the production of antibiotics is now 
among the most profitable branches of manufacturing although great 
expenditures were originally required to develop and produce antibiotics 
and it was initially an unprofitable undertaking. The Report further 


* Professor of Law, The George Washington University. 
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concludes that selling costs of antibiotics represent a substantial part of 
the manufacturer’s price, that certain patents have been used in ways that 
may conflict with the antitrust laws and that unusual rigidity of prices 
was observed. As an outgrowth of this study the FTC has issued a 
complaint (now pending) against six of the leading antibiotics manu- 
facturers charging a violation of Section 5 of the FTC Act in attempting 
to monopolize the 330 million dollar industry and in fixing prices (FTC 
Docket No. 7211). The complaint also charges that one company made 
false and misleading statements to the Patent Office to obtain a patent on 
tetracycline, that there was no invention or novelty in the tetracycline 
patent and that the invention was in public use for more than a year 
prior to the application. This is believed to be the first instance (at least 
in recent years) in which the FTC has attacked the validity of patents. 
It apparently represents a revived interest on the part of the FTC in the 
patent-antitrust area. The complaint also charges the use of illegal resale 
price maintenance agreements and involves interesting legal questions of 
“free and open competition.” Although the Report discloses that Ameri- 
can manufacturers have not only discovered, improved and produced 
antibiotics to supply domestic needs but have also supplied much of the 
world demand for these drugs, it is conservative in its endeavors to 
evaluate the significance of these drugs in treatment and prevention of 
disease. It may not therefore fully indicate the extent of the contribution 
that the antibiotics manufacturers have made to public health. 


Proposep Revisions Or THe FeperaL Conriicr Or INTeErEst LEGISLA- 
TION. Report to Subcommittee No. 5 of the House Committee on the 
Judiciary, 85th Cong., 2d Sess. GPO, 1958. 


This report presents an analysis of problems existing in federal legis- 
lation concerning conflicts of interest in government employment, and 
indicates a need for a reappraisal of the existing laws. Part I reviews 
the six existing conflicts of interest statutes, related provisions of the 
Criminal Code, and presents a proposed revision and consolidation of 
these enactments. The writers point out that the present laws do not 
protect the federal government against unethical behavior on the part 
of those who accept employment in the government service, nor do they 
clearly inform the latter of their obligations. Thus, while the honest and 
capable man who accepts federal employment incurs some risk, the dis- 
honest may pass through loopholes in the law. Numerous examples are 
cited to illustrate this point. Part II analyzes certain related sections of 
the existing laws dealing with bribery. It also sets out conclusions and 
recommended changes in the laws. To facilitate the consideration of 
these recommendations, several drafts are proposed which are designed 
to replace the present sections on bribery. The remaining portion of the 
report includes an appendix containing suggested alternative bills to 
effectuate the recommendations made in Parts I and II and also the 
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principal sections of the United States Code discussed in the study. The 
study is well written and contains an abundance of footnote references to 
other significant material. 

Henry Kitamura 


INTERIM REPORT OF THE SELECT COMMITTEE ON IMPROPER ACTIVITIES IN 
THE Laspor OR MANAGEMENT FieLp. United States Senate, 85th Cong., 
Ist. Sess. GPO, 1958. 462 pages. 


During the First Session of the 85th Congress, a special committee was 
set up to conduct an investigation and study of the extent to which 
criminal and other a practices or activities are, or have been, 
engaged in in the field of labor-management relations or in groups or 
organizations of employees or employers, to the detriment of the interests 
of the public, employers or employees, and to determine whether any 
changes are required in the laws in order to protect such interests 
against the occurrence of such practices or activities. In March, 1958, 
the committee published this interim report of its findings which sum- 
marizes the testimony of 486 witnesses given on 104 days of public 
hearings. The testimony concerned five unions: the International Brother- 
hood of Teamsters, Chauffeurs, Warehousemen, and Helpers; the Bakery 
and Confectionary Workers International; the United Textile Workers; 
the International Union of Operating Engineers; and the Allied Industrial 
Workers. Testimony was also heard in regard to such companies as 
Anheuser-Busch, Inc., Sears, Roebuck & Co., The Fruehauf Trailer Co., 
the Mennen Co., and Associated Transport, Inc., among others. From its 
investigation and study, the committee concluded: (1) There has been 
a significant lack of democratic procedures in the unions studied. (2) 
International unions surveyed have flagrantly abused their power to 
place local unions under trusteeship or supervisorship. (3) Certain 
managements have extensively engaged in collusion with unions. (4) 
There has been widespread misuse of union funds in the unions studied. 
(5) Violence in labor-management disputes still exists to an extent where 
it may be justifiably labeled a crime against the community. (6) Certain 
managements and their agents have engaged in a number of illegal and 
improper activities in violation of the Taft-Hartley Act. (7) The weapon 
of organizational picketing has been abused by some of the unions studied. 
(8) Gangsters and hoodlums have successfully infiltrated some labor 
unions, sometimes at high levels. (9) An extensive “no man’s land” in 
regard to jurisdiction of labor-management disputes has been uncovered. 
(10) Law-enforcement officers have been lax in investigating and pros- 
ecuting acts of violence resulting from labor-management disputes. (11) 
Members of the legal profession have Pe a dubious role in their 
relationships with officials of some unions. Individual views of one com- 
mittee member are also presented. This investigation provided the 
impetus for the Kennedy-Ives Bill, which was defeated in the Second 
Session of the 85th Congress. With the resumption of hearings by this 
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committee and the reconvening of Congress, it is almost certain that 
further legislation to curb abuses in the field of labor-management rela- 
tions will be proposed. This report provides a worthwhile factual ac- 
count for consideration by those whose views might have been colored 
by the extensive communication media coverage of committee hearings, 
and whose ideas in regard to the objectives of the committee might have 
become somewhat clouded. 


JoAnne M. Kiely 


RECORDATION OF PATENT AGREEMENTS—A LEGISLATIVE History, by Mi- 
chael Daniels, Victor L. Edwards and Julius W. Allen. Study No. 9 of 
the Subcommittee on Patents, Trademarks, and Copyrights of the 
Committee on the Judiciary, United States Senate, 85th Cong., 2d 
Sess. GPO, 1958. 


Patent misuse in the form of tying clauses, price fixing and other re- 
straints on competition, a domestic problem for more than two decades, 
has led to the doctrine that a patent owner who has been guilty of misuse 
will be denied enforcement of his patent. Internationally, patent agree- 
ments have been used to create and perpetuate international cartels. 
Seeking a solution to these problems, Congress has periodically considered 
proposals to require recordation of patent agreements. This study, 
which is divided into three sections, presents a history of such legislative 
proposals from the 74th Congress (1935-36) to the 81st Congress (1949- 
50), no relevant bills having been proposed since then. The first section 
not only provides a brief summary of the major features and of the 
important sections of proposed legislation but also summarizes testimony 
given during the hearings pursuant thereto. These proposals have in- 
cluded, inter alia, recordation of all patent licenses, assignments and re- 
lated agreements in the Patent Office (H.R. 4523, 74th Cong., Ist Sess. 
(1935)], or with the Federal Trade Commission [S. 2491, 77th Cong., 
2d Sess. (1942)]; and a proposal requiring recordation of all foreign 
contracts, including patent agreements, with the Attorney General 
[S. 1476, 78th Cong., 2d Sess. (1944)]. In addition, this section includes 
the major provisions of proposals on which no hearing or other action 
was taken. The second section of the report briefly summarizes hearings 
relating to patent recordation before the Temporary National Economic 
Committee [75th Cong.—77th Cong. (1938-41)] and the Senate Special 
Committee Investigating the National Defense Program [77th Cong.—80th 
Cong. (1941-48) ], while the third section presents a brief analysis of the 
provisions in the hearings relating to the International Trade Organization 
(Habena charter, 1948) insofar as it concerned patent recordation. Pre- 
pared under the supervision of John C. Stedman, associate counsel for the 
subcommittee, this report should serve as a useful guide to members of the 
bar and the legislature when considering the possibility of subsequent 
proposals in this area. 

Roger S. Dy bvig 
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EXCHANGE OF PATENT RIGHTS AND TECHNICAL INFORMATION UNbER Mvu- 
TUAL Ar Procrams, by Michael H. Cardoza. Study No. 10 of the Sub- 
committee on Patents, Trademarks, and Copyrights of the Committee 
on the Judiciary, United States Senate, 85th Cong., 2d Sess. GPO, 1957. 


The deep involvement of the United States during the past two decades 
in foreign aid and mutual defense activities has necessitated the formula- 
tion of a workable program for the exchange of Beans rights and techni- 
cal information with other countries. Principal problems encountered 
in setting up such exchange programs include (1) how to induce pri- 
vate owners of patents and technical information to release their prop- 
erty for use by the governments concerned, and (2) how to at sya 
compensate such owners for their cooperation. The ny study is a 
well organized historical sketch of how these problems have been handled 
since 1940. Although the compelling motivation for an exchange pro- 
gram during World War II was national survival, the bilateral Patent 
Interchange Agreements entered into between the United States and its 
allies carefully recognized and respected both the patent systems and legal 
principles protecting technical information of each country. The ad- 
ministrative operation of these agreements is discussed, with particular 
emphasis given the committee systems worked out to keep the channels 
through which information flowed as unobstructed as possible. Since 
the agreement to build oil refineries in Russia was both unique and 
troublesome owing to the great divergence in the economic systems 
concerned, the difficulties encountered in setting up the agreement and 
the frustration of claim settlement thereunder are explained in some 
detail. The latter part of the study is devoted to an analysis of the pat- 
ent Interchange Agreements and Offshore Procurement Programs cur- 
rently in force under the Mutual Security Act, the modern agreements 
being contrasted with their forerunners of World War II. This excellent 
report should be helpful in drawing up contracts for the exchange of in- 
formation under these current agreements. The text is complemented 
by excerpts from committee reports on the program, and an appendix 
includes copies of Patent Interchange Agreements under Lend-Lease and 
under the Mutual Security Act. Mr. Cardoza, a Professor of Law at 
Cornell University and a leading authority in International Law, is well 
qualified to write on this subject, having held responsible positions from 
1942 to 1952 in various government agencies administering the exchange 
program. 

Jobn A. Diaz 


Tue Impact Or Tue Parent System On Researcu, by Prof. Seymour 
Melman. Study No. 11 of the Subcommittee on Patents, Trademarks, 
and Copyrights of the Committee on the Judiciary, United States 
Senate, 85th Cong., 2d Sess. GPO, 1958. 


In studying the impact of the patent system on research, Mr. Melman 
examined the operation of university, industrial and government research 
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and development laboratories doing work in the major scientific and 
engineering fields. A comparative study is made between the relative 
increase in scientists, engineers and research expenses as opposed to the 
growth in the number of patents being granted. While the amount of 
money spent on research and the number of research personnel has in- 
creased considerably in recent years, the number of patents granted dur- 
ing this period has remained substantially the same. This finding sug- 
gests that the patent system has no great effect on research. Moreover 
the patent system may actually be weakening university laboratories in 
their function as centers for pursuit of knowledge by orienting research 
to projects which will produce patentable subject matter. And in 
industrial laboratories, where emphasis is put on team research, the pat- 
ent system may be hindering the flow of technical data between re- 
searchers and to the public, because (1) members of such teams often 
become more interested in obtaining individual recognition as inventors 
rather than in furthering the team effort, and (2) the laboratories often 
refuse to publish technical data obtained through research until patent 
rights are protected. This failure of the patent system to contribute to 
the progress of science and the useful arts poses in the author’s mind the 
question of its obsolescence. He points out that the modern research 
centers, where team work is stressed, the terms “inventor” and “inven- 
tion” under the patent statutes have become increasingly difficult to 
define, and that the necessity of rewarding the “inventor” with exclusive 
use has lost its original importance because members of the research team 
are now paid adequate salaries. Without the present patent system, it 
is the author’s opinion that industrial research would continue to expand 
by virtue of competitive pressures of the economy, and that any increase 
in secrecy brought about by lack of patent protection would be severely 
limited by the amount of time new ideas can be kept secret. The aboli- 
tion of the patent system, while having no adverse effect on technology, 
would allow university research laboratories to return to their role of 
searching for knowledge for its own sake, and would encourage the free 
publication and exchange of information. Tables and charts as well as 
case studies are used effectively to highlight the analysis. The author 
has raised some highly controversial issues and has reached some startling 
conclusions. Mr. Melman has considerable experience in the subject of 
industrial productivity and research, and while on the faculty of Columbia 
University carried out various industrial studies. He is the author of 
many publications, among them Dynamic Factors in Productivity, a book 
which has received world wide attention. 
Perry Carvellas 


Computsory Licenstnc oF Patents—A LecisLative History, by Cathe- 
rine S. Cory. Study No. 12 of the Subcommittee on Patents, Trade- 
marks, and Copyrights of the Committee on the Judiciary, United 
States Senate, 85th Cong., 2d Sess. GPO, 1958. 


This study is based on congressional hearings, reports, and debates 





LPT LATS TT a TERR on ee .— er RREIRERE— 





SANE TATTLE TE TT TT Te 


REVIEWS OF SELECTED GOVERNMENT PUBLICATIONS 419 


pursuant to proposed patent licensing legislation of the past half century. 
One section of the report is devoted to congressional consideration of 
compulsory licensing of privately owned patents. The first such legisla- 
tion was considered and discarded without action in 1911 and none of 
several subsequent proposals met with any better success. A majority of 
the legislation was proposed owing to the belief that some measures were 
necessary in order to combat patent suppression. Thus, these bills have gen- 
erally provided that after a fixed period of patent non-use any interested 
person could apply for a license. The bills usually have given the power to 
license to any district court of the United States or, in some instances, 
to the Commissioner of Patents with a right of appeal to a United States 
district court. The majority of these legislative proposals were strongly 
opposed by defenders of the patent system. In addition, some legislation 
was drafted to promote antitrust objectives and to further national de- 
fense. The consensus seemed to be that antitrust problems would 
better be resolved by antitrust legislation rather than by changing 
the patent law. Legislation of this type based upon a theory that it 
would further the interest of national defense apparently was felt to be 
unneeded. A second section of this study pertains to the Boykin bill 
provisions for registration of patents voluntarily made available for li- 
censing. None of this legislation was enacted, but the action taken by 
the Patent Office in this matter is briefly discussed. The third portion of 
the study considers the dedication and compulsory licensing of Govern- 
ment-owned patents. An early bill providing for control of licensing of 
Government patents by the Federal Trade Commission was passed by 
the Senate, but failed to receive further action. Some proposals would 
have empowered the President to control licensing and others were in- 
tended to utilize one or more governmental agencies as the controlling 
instrumentality. The problem of whether Government patents should 
be freely dedicated to the public received considerable analysis in such 
proposals. Although most of this proposed legislation has been approved 
in the hearings and reports, it has invariably failed to be enacted. Thus 
the report is a helpful historical review which indicates that Congress 
has shown little inclination to approve legislative proposals that would 
constitute marked departures from the basic patent policy. 


Bruce G. Klaas 


An Economic REviEw OF THE Patent SysTEM, by Fritz Machlup. Study 
No. 15 of the Subcommittee on Patents, Trademarks, and Copyrights 
of the Committee on the Judiciary, United States Senate, 85th Cong., 
2d Sess. GPO, 1958. 


The question of whether patent systems are beneficial has been exten- 
sively discussed by many scholars with apparently little agreement. This 
study provides an educational introduction to the problems surrounding 
the economics of patents and includes opinions of many leading econo- 
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mists. After a brief summary of the historical background which influenced 
the patent systems of today, including the United States patent system, 
the author discusses numerous problems resulting from a patent system, 
such as patent misuse. The main portion of this report, however, is 
directed to a discussion of the many facets of the economics of patents. 
The beginning of this portion initiates the reader to recent economic 
theories concerning patent systems by presenting numerous quotations 
from the works of the modern economists. This introduction illustrates 
the confusion and disagreement among economists as to the value of a 
patent system. The author then discusses some of the fundamental 
economic problems of the patent system; particularly the value of the 
system to the consumer and the proper allocation of productive re- 
sources. In seeking solutions to these problems, Professor Machlup pre- 
sents a skillful interpretative analysis of the effects of patent protection 
on an economy by showing the many possible results obtainable by 
simply altering one of the elements of the system such as the patent- 
monopoly time limit, compulsory licensing and restrictive licensing. As 
an example, a change in the patent time limit was chosen to illustrate 
the “cost” and “value” of an invention to both the individual and to 
society. It was shown that a change in the time limit from sixteen to 
seventeen years, at best, results in only four hundredth of a percent in- 
crease in the total national productivity, but that, practically speaking, 
it will probably result in no increase. However, the author carefully 
adds that even if an increase is obtained the ultimate effect on the 
economy may not be good. Apparently with this in mind, the author 
submits that even with the advanced economic analysis available today 
no definite opinion may be formed which can confute or confirm the 
premise that a patent system, as a whole, promotes the progres of the 
useful arts and the productivity of the economy. Professor Machlup 
concludes that although his review serves only as that—a review—and 
consequently cannot be expected to yield an immediate answer as to the 
ultimate effects of patents on an economy, it may, however, aid in 
identifying the particular points of difficulty requiring future study. The 
author has provided a thought-provoking introduction to the problem 
and an impetus to future study. Professor Machlup’s experiences qualify 
him as an authority in the patent-economy field. He has served as Chief 
of the Division of Research of the Office of Alien Property and has 
authored many publications on the economics of patents. He is cur- 
rently making an extensive study of patent systems under a Ford Founda- 
tion Grant. 


Donald S. Olexa 


Tue RESEARCH AND DEVELOPMENT Factor tN MERGERS AND ACQUISITIONS, 
by Murray N. Friedman. Study No. 16 of the Subcommittee on Pat- 
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ents, Trademarks, and Copyrights of the Committee on the Judiciary, 
United States Senate, 85th Cong., 2d Sess. GPO, 1958. 


This work is an ex loratory study of the relationship in modern in- 
dustrial corporations between (1) technical research and development 
and (2) diversification through acquisition or merger. Tables of statistics 
from various industry groups such as rubber products, machinery, and 
electrical equipment are used to make a correlation between high re- 
search and a expenditures and high corporate growth rate. 
An attempt is made to explain the reasons for such a correlation. The 
major portion of this study concerns a detailed discussion of sixteen 
examples of corporate acquisition or merger in which research and 
development was a factor of varying importance. Because of the multi- 
tude of complex reasons for corporate combinations, the author con- 
cludes that it is rarely possible to attribute controlling weight to any 
particular factor. He does, however, point out that in the mergers he 
has examined advantages in terms of future research and development 
were envisioned in many instances. The author also develops and dis- 
cusses other noteworthy factors auxiliary to research and development 
in corporate merger plans. As an authority on economics who has per- 
formed numerous governmental assignments, Professor Friedman was 
well qualified to prepare this study for the O’Mahoney Subcommittee. 
The work should prove useful as a provocative basis for future detailed 
investigations in this otherwise largely unexplored field of the relation- 
ship between research and development and corporate mergers and 
acquisitions. 

Charles M. Kaplan 


SuRVEY AND StuDY OF ADMINISTRATIVE ORGANIZATION, PROCEDURE, AND 
PRACTICE IN THE FepERAL AceEncies. A staff study of the Committee on 
Goverment Operations, House of Representatives, 85th Cong., Ist Sess. 
GPO, 1957. 2094 pages. 


Pursuant to its function to study the operation of Government agencies 
with a view to improving their economy and efficiency and to evaluate 
the effects of laws enacted to reorganize the legislative and executive 
branches of the government, the House Committee on Government 
Operations commenced this study of the executive departments and 
regulatory agencies. Deeming administrative organization, PP sang 
and practice as the factors most affecting economy and efficiency of 
government operations, the committee prepared a comprehensive ques- 
tionnaire, transmitted it to the departments and agencies and has pub- 
lished this committee study containing the replies. The questionnaire 
includes numerous inquiries on nine general > gpa rulemaking; adjudi- 
cation; separation of functions; inspection of records; workload and 
staffing patterns; uniformity of administrative procedure; rules for ad- 
mission to practice and for avoidance of conflict of interests; exemptions 
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from the Administrative Procedure Act; and court decisions affecting 
agency functions. The greater number of questions deal with matters of 
rulemaking and adjudication. In these categories, information is elicited, 
inter alia, on the manner and collection of data for determination, the 
type of notice of hearings and of the amount of public participation 
therein, the extent of judicial or quasi-judicial powers, the recognition of 
the right of representation by an attorney, the role of stare decisis in 
adjudications, and the manner and form of making decisions known and 
available to interested parties and to the public. Apart from these more 
customary functions, consideration is also given to other forms of agency 
action, including: (a) the granting and administration of contracts, loans, 
licenses, benefits, etc.; (b) the statutory and agency terms, conditions, 
and procedures under which such grants are made and administered; and 
(c) the statutory and agency terms, conditions, and procedures for 
revocation, withdrawal, and termination of such grants. The responses 
of the agencies include: the statutory or other authorization of the legis- 
lative, executive, and judicial powers; enumeration of the investigative 
and prosecuting duties of the agency and a listing of the categories of 
documents or reports required to be filed with them; statistics on the 
number of en adjudication proceedings in 1955 and 1956 
and the number and kinds of personnel engaged therein; and the scope 
and application of the Administrative Procedure Act. The extensive 
replies from each of the executive departments are published in the first 
ten reports of the series under separate titles: 


Part 1, Department of Agriculture; 

Part 2, Department of Commerce; 

Part 3, Department of Defense; 

Part 4, Department of Health, Education, and Welfare; 
Part 5, Department of the Interior; 

Part 6, Department of Justice; 

Part 7, Department of Labor; 

Part 8, Post Office Department; 

Part 9, Department of State; 

Part 10, Department of the Treasury. 


Responses of the independent agencies are grouped together in the final 
four prints, and include comprehensive replies from the Federal Com- 
munications Commission, Federal Power Commission, Interstate Com- 
merce Commission, and Securities and Exchange Commission, among 
others. While an inspection of the fourteen documents in this series might 
appear prima facie to resemble the monographs of the Hoover Commis- 
sion, a closer study of them reveals a decided difference of approach. 
The monographs generally presented analyses of the organization and 
functions of the departments and agencies coupled with recommenda- 
tions to effectuate more efficient government operations made only after 
careful evaluation of intensive “task force” research. The present study 
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differs from the monographs in that it consists of answers by the agencies 
or departments themselves concerning the “why” and “how” of their 
structure and operations. The Hoover Commission had as an objective 
the proposal of long-range reforms in government through legislation, 
whereas this survey is part of an endeavor to evaluate the effects of 
already-enacted laws—some a result of the former inquiries—which have 
brought about reorganization of the executive branch. A common aim, 
however, is shared by both of these studies—that of providing, through 
publication of findings, a “tool for the use of citizens, legislators and 
Government officials” encouraging “joint participation by private citi- 
zens and Government representatives on matters affecting national 
welfare.” 

This study by the House Committee on Government Operations 
should prove to be informative and useful to all who are concerned with 
the ends or purposes of government and the organization and procedures 
utilized to attain those ends. 

JoAnne M. Kiely 


A SELECTED LISTING OF RECENT 
GOVERNMENT PUBLICATIONS 


ADMINISTERED Prices, AUTOMOBILES. Report of the Subcommittee on 
Antitrust and Monopoly, Committee on the Judiciary, United States 
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